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DIRECTORY OF UNIT TRUSTS .......eeees 


An Eventful Year 


In the pages which follow we review, for the fourth con- 
secutive year, the progress of unit trust affairs. It is note- 
worthy that after an eventful year, in which the investment 
markets have been subjected to a series of profound dis- 
turbances, the observer can still refer to progress within 
the movement. For since the major decline in security 
prices began early last year, the movement has coped with 
two major disadvantages—the lack of any immediate pros- 
pect of capital appreciation to exhibit in its shop window, 
and the possibility that, on a declining market, it might 
have to handle substantial re-sales of units from the public. 
On both counts, the interim verdict for 1937-38 is 
favourable. 

Much of the discussion in this present survey is intended 
to analyse, in greater detail than has hitherto been possible, 
the problems of unit trust management during a period of 
recessionary markets. It follows in the line of our previous 
supplements, for we have again selected certain matters 
of topical interest with the object of providing, in the 
course of time, a conspectus of the development of the 
movement from youth to fuller maturity. Thus, in past 
surveys, we have examined such matters as the composition 
of fixed trust portfolios, the transition from fixity to the 
concept of flexibility, the detailed methods of flexible trust 
operation, trustees’ responsibility, service charges and 
official inquiries. Much of this field may, to-day, be 
regarded as established knowledge, which does not call for 
re-examination on the present occasion. 

But while it is broadly true that the investor is familiar 
with unit trust principles and practice, new developments 
of technique are still characteristic of a year in which 
leading industrial share prices have fallen over 20 per cent. 
There has been no evidence of any flood of re-sales of 
units to the managers. Problems of marketability, which 
according to many observers might have been expected to 
accompany a fall of this magnitude, have not arisen; the 
unit holder has behaved with a marked degree of stolidity. 
This fact has led us to present for the first time (so far 
as we are aware) a detailed analysis of the character and 
distribution of typical unit trust holdings. We have also 
extended the scope of our sales figures by introducing a 
new measure of turnover in units, which provides a clear 
guide to the volume of re-selling business since the move- 
ment started, and also for the latest year. It is believed 
that the information which we have assembled on these 
matters will give a useful indication of the order of import- 
ance of the problem of marketability, of interest to the 
unit trust managers and the wider investing public alike. 


The year has brought its innovations. Perhaps it is true 
to say that, at the first impact of falling security prices, 
unit trust managers, as a whole, were distinctly more 
apprehensive regarding the prospective volume of re-sales 
than the average unit holder. The question of marketability, 
at least, was implicit in the series of proposals to convert 
certain existing fixed trusts into managed investment trusts 
of the conventional company type. The story of these 
offers, and their subsequent experience, is described in a 
later article, which draws the unavoidable conclusion that, 
for the time being at least, the conversion movement is 
unlikely to be extended much farther. 

If eclecticism is a sign of health, the widely differing 
types of unit trust formations during the past year may be 
regarded as a favourable sign. In total, they number no 
more than seven. But they include one fixed trust, of the 
early type, and flexible trusts holding bank, insurance, 
rubber and tin, brewery and industrial preference shares. 
In addition, the first “ geared ” unit trust has been intro- 
duced—an interesting but necessarily specialised variant 
of the usual flexible investment fund. Particulars of these 
trusts, together with the existing 72 trusts which had 
already been formed when our previous supplement 
appeared, are provided in our directory table of unit trusts, 
appearing on pages 12 to 19. Their features—and, in 
particular, those of the Cornhill Trust—are examined in a 
separate article. 

It will be recalled that, in our last survey of the move- 
ment, we likened its position, at that time, to Mahomet’s 
coffin, suspended between one state and another and firmly 
anchored to neither. During the period of five months from 
April to August, 1936, the Anderson Committee was con- 
ducting its inquiries. Its report, published in the latter 
month (which was summarised in The Economist of 
August 15, 1936, pages 312 to 314, and further discussed 
in last year’s unit trust supplement) conceded that, subject 
to legislative control, the unit trust movement had sub- 
stantiated its claim to positive investment advantages. The 
movement was gratified by recognition in principle, but 
distinctly anxious to have its statute as soon as Parliament 
could find time, for experience had shown that official 
investigation had been accompanied by increased sales 
resistance on the part of the investor. 

The omission of any reference in the King’s Speech at 
the opening of the present session of Parliament to the 
prospect of unit trust legislation, however, clearly sug- 
gested that the Anderson Committee’s recommendations 
might be destined for the pigeon-hole. This assumption 
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was later confirmed by Captain Euan Wallace, then Par- 
liamentary Secretary to the Board of Trade, in a debate 
on a motion seeking the amendment of the Companies 
Acts on December 15th last year. Captain Wallace intro- 
duced, in a pointed parenthesis, a reference to unit trusts 
legislation. His remarks may be quoted below : — 


The report of the Department Committee on Fixed Trusts 
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assume that the review of the existing Companies Acts 
which was officially anticipated during the same debate 
may even precede unit trust legislation; if so, past experi- 
ence suggests that the movement will be fully mature when 
its legislative turn comes. 

The statement that “the great majority” of the trusts 
had already carried out “many of the Anderson Com. 




















































. . . has received very careful consideration from the Govern- | Mittee’s recommendations” perhaps applies with rather Cas 
ment and... its main recommendations can be summarised diminished force to the question of yield calculations. The 
under o heads, First ofall ifs proposed that all unit trusts development of the flexible trust has raised problems con. J Ne 
particulars as to their constitution and accounts should be cerning the “true yield” on investment funds which did — 
available to unit holders. It is only fair to say that all reput- not reveal themselves when the Anderson Committee was 
able unit trusts have trustees of recognised status, and it is deliberating, but which have since formed a topic for con- 
2 od myer ny . ee es oe —. — —— siderable discussion. We have attempted to clarify this M: 
son Committee’s recommendations. Organisations of the type issue in a special article in this present survey. 
which go in for mushroom farms and soya bean farms we hope So much for the major topics which have been suggested gre 
to get into the share-pushing legislation ; and, therefore, I do _ by the events of the past year. In succeeding articles they of 
Nahin cain aade uke aus Ss Santee contemplation = are each examined in detail. For the convenience of readers om 
, who require to set them against the retrospective back. lea 
In set terms, it is clear that the question of special legis- ground of the movement, we have prepared an index me 
lation to govern unit trusts will not arise, if at all, fora to the main topics which have been discussed in earlier of 
very considerable period. Perhaps it is not too much to _ supplements, which appears on this page. - 
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In the preceding article we summarised the main feature a priori considerations might have suggested.” In re- un 
of unit trust business during the past twelve months by working the figures with the fuller range of information m 
observing that no evidence had come to light of any flood now available, it is evident that our reservations were th 
of re-sales of units from holders to the managers, despite correct. Certain adjustments have, in fact, been called for th 
the substantial fall in security values last year. It is now im respect of the sales position last year. They arise, in th 
our task to summarise the part, from the inclusion last in 
sales figures which, as in pre- [/-—————— | ‘year of certain gross items of 
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mate which has been related contains an estimate of sales, a review of || this year is complicated by sh 
as closely as possible to the | the owrnagenan of the movement, and par- the five conversion operations fig 
experience of other groups. 1} ticulars oO management company control. which have taken place. We es 
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showing gross figures of sales || Flexible trust operation | Trend of quotations — '| re-purchases during 1937-38, a 
(in cash terms) and the total || Cost of unit trust man- | Unit Trusts Association || and the present position. 
cash involved in re-purchases. || agement Flexible trusts’ invest- || These figures do not take into Cl 
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In our last supplement we published an estimate of the —_ proportionate basis. ' 
net value of sales of the seventy-two trusts in existence at It will be seen, in the first place, that the downward i 
the end of February last year, based on the information adjustment of the sales figure given in our last supplement f 


supplied to us, of £71,025,000. In our comment at the time 
we stated that the total looked “ somewhat higher than 


is of the extent of £3,885,000. The net amount (as recal- 
culated) invested by the public in unit trusts at the end of 
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UNIT Trusts’ SALES AND REPURCHASES 








Total to Total to 
March 31, Year to March 31, 

March 31, * 

1937 1938 1938 
(72 trusts) (79 trusts) 

£ £ £ 

Se CRESS ..<ccccccces 75,070,000 13,680,000 | 88,750,000 
Cash re-purchases ... 7,930,000 2,650,000 10,580,000 
Net cash sales ...... 67,140,000 11,030,000 78,170,000 


* Without allowance for conversions. 


March last year was £67,140,000, being represented by 
gross sales of slightly over £75 millions, less re-purchases 
of nearly £8 millions. During the past year gross sales 
amounted to £13,680,000 and re-purchases to £2,650,000, 
leaving a net increment of funds in the hands of the move- 
ment by the investor of £11 millions last year. At the end 
of March, therefore, the net outstanding cash sales 
amounted to £78,170,000, after deducting re-purchases in- 
volving £10,580,000 from the total sales estimated at 
£88,750,000. 

It now remains to adjust our total sales figures above to 
provide for the conversion offers accepted during the past 
year. The extent of the success of these offers is shown in 
an article on page 22. Our figures for net sales in the table 
above are shown without any deduction in respect of the 
units surrendered in exchange for shares in the five invest- 
ment trust companies formed last year. We have computed 
the value of these units, at the prices ruling at the date of 
the conversion offers, and have employed the figure for 
the purpose of calculating the investor’s residual interest 
in the unit trust movement, as if it represented a surrender 
of units for re-purchase by the managers. The neti total 
of sales before this adjustment amounted to £78,170,000, 
and the value of units surrendered in conversion to 
£3,130,000. The net residual interest in the movement, 
after adjusting for these converted units, is thus 
£75,040,000—a figure which invites adjustment to £75 
millions. 

We speak throughout of the movement as a whole. It 
is scarcely necessary to say that certain groups have not 
shown a degree of expansion comparable with the total 
figures. Of the thirteen groups which are included in our 
estimates, it is perhaps permissible to say that less than 
half account for the bulk of last year’s expansion. Certain 
groups appear to have lost some slight ground, although 
the fact can usually be explained by deliberate choice of 
policy. On this occasion, therefore, the total figures for the 
movement require careful interpretation, since they show, 
ior the first time, an advance which is represented by the 
special progress of certain groups, steady business by the 
majority, and a certain degree of setback for a minority. 

Befcre we proceed to analyse the significance of the 
figures given above, it may be useful once more to compare 
them with the progress recorded by other popular savings 
media. In the second table we have set out the figures for 
unit trust sales at the end of 1934 and 1935, and at end- 
March, 1937 and 1938, with the total shares and deposits 
in building societies, Post Office and trustee savings banks’ 
balances, and National Savings Certificates in issue. The 
figures for these three items are to various dates, but mainly 
as at the end of the four years 1934 to 1937. 

Although the unit trust movement was introduced to this 
country in 1931, its major growth has occurred during the 
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PROGRESS OF POPULAR SAVINGS INSTITUTIONS 














End 1934 End 1935 End 1936 End 1937 
£ £ £ £ 
Net Unit Trust sales 20,750,000 45,800,000 | *67,140,000 | *78,170,000 


Building Societies’ 
shares and deposits | 528,367,000 | 571,057,000 | 609,093,000 | 655,917,000 


P.O. and ‘Trustee 
Bank deposits... | 573,529,000 | 623,593,000 | 679,961,000 | 731,750,000 
Savings Certificates* | 393,036,000 | 391,450,000 | 390,093,000 | 385,860,000 


* March of succeeding year. 


sast three and a quarter years. During that period it has 
attracted nearly £60 millions net from the investor, and on 
the whole these funds have been administered with 
prudence. A new movement on trial with the public, and 
under examination by official bodies, cannot afford to make 
mistakes. Some features of the movement have been re- 
formed, and others might be revised even to-day. Never- 
theless, the unit trusts deserve credit for attracting a volume 
of savings from the smaller type of investor which might 
have found its way to the Stock Exchange in any case, 
but was almost equally likely to respond to the share- 
pusher’s importunities. That there was room for the move- 
ment is suggested by the continued advance of building 
society funds and savings bank balances. A considerable 
part, at least, of the movement’s resources may well repre- 
sent net new business for the Stock Exchange, and these 
funds have proved the reverse of volatile, despite the 
shaken markets of the past year. 

There is, however, a tendency which, if not wholly 
objectionable, yet appears to deserve close attention by the 
movement. During the past year it has been evident that 
certain trusts have been publicised in outside brokers’ cir- 
culars. It is, of course, impossible to prevent the appear- 
ance of any particular share or unit in an outside broker’s 
list—or in an inside broker’s list for that matter—and 
many of these recommendations may be entirely bona fide. 
There appears to be some evidence, however, that certain 
instances of this sort have occurred with the positive co- 
operation of the managers concerned, and that the broker’s 
circular represented one feature of a general sales campaign. 
We do not suggest that such practices are necessarily 
venial, but there might be certain advantages if the move- 
ment as a whole were to consider whether its best interests 
might not be served by adopting the rule of certain groups 
by which business must be done through a London or 
provincial Stock Exchange broker or a banker. 

The trusts substantially reduced the volume of Press 
advertising during the past year. By the courtesy of the 
London Press Exchange, Limited, we are again able to 
provide an estimate of the volume of Press advertising 
during 1937, with comparative figures for previous years. 
The estimates are based on a wide survey of the 
Press, excluding certain specialised publications, and it may 
be assumed that the figures cover 80 per cent. of the total. 
They exclude, of course, any estimate of expenditure on 
other forms of publicity, such as booklets, regular publica- 
tions, and posters. The table follows: — 


ae ius sid ... £184,147 
1956 ... ene ... £215,615 
Soee «a airs in £75,789 


It would appear from the figures that those groups which 
have continued to advertise during the past year have to 
some significant extent reaped the advantage of the good- 
will created in earlier advertising campaigns. 


Re-purchases and Marketability 


THROUGHOUT the preceding article we have been con- 
cerned with the net volume of sales. It is now proposed to 
consider the importance of the turnover figures, given in 
the table on this page, in closer detail. There are, of 
course, two aspects to the problem of marketability. The 
first is the ability, or willingness, of the managers concerned 
to make close prices, in large or small amounts, for 


units tendered to them for re-purchase. In short, the first 
phase of the problem is the willingness of the managements 
to act as jobbers—a factor which clearly depends on their 
resources and the type of securities with which they deal. 
The second aspect is that of realisability. So far as the 
managers are unwilling or unable to act as jobbers in 
respect of re-sales, they are compelled to resort to the Stock 
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Exchange, to liquidate some part of the underlying securi- 
ties of their funds. And when this happens, the bid quota- 
tion for the units must necessarily be lowered to a liquida- 
tion basis. We have explained the significance of this point 
in previous supplements when discussing the basis of prices 
for closed trusts. So long as the units are marketable, in the 
first sense, the bid price will include the return of an 
appreciable part of the initial loading charge. Even if the 
managers quote a shilling dealing margin this is normally 
true. And in the case of the Trust of Insurance group, 
whose shilling dealing margins are free of buying and sell- 
ing commissions, it is obvious that the net turn to the 
managers does little more than cover the cost of the 
registration work and new certificates involved. 

This distinction between marketability and realisability 
deserves closer consideration than it has hitherto received. 
On the basis of their experience on “black” days during the 
past few months, unit trust managers can claim that they 
have been successful in maintaining a free dealing market 
in their units. But obviously they could not hope to main- 
tain such conditions if unit holders decided to sell on a 
large scale. And the significant fact about the unit trust 
history of last year is the high degree in which investors 
have retained their holdings, a matter on which our figures 
of re-purchases throw new and valuable light. 

In the following table we have expressed these figures as 
percentages of the total cash sales to March, 1937, for the 
year to March, 1938, and for the total to that date: — 


INDICES OF SALES AND RE-PURCHASES 











Total to Year to Total to 
March, 1937| March, 1938) March, 1938 
(a) (a) 
IRD: « cisiicesnbisots 100 100 100 
Repurchases. ......0000000 10-6 19-4 11-9 
ES 89-4 80-6 | §8-1 





(a) Without allowance for conversions. oF 

At the end of March, 1937, re-purchases had amounted, 
in total, to slightly over 10 per cent. of the gross sales. 
This figure, of course, presumably included sales by 
investors who decided to realise an attractive capital profit 


Who are Unit 


IN an earlier section of this survey it has been shown 
that the net sales (after deducting re-purchases, but before 
allowing for last year’s conversion acceptances) of all the 
unit trusts in Great Britain amounted to approximately 
£78 millions at the end of March last, compared 
with £67 millions a year earlier. The significance 
of these figures lies in their background; for they 
relate to a period during which the average Stock Exchange 
value of ordinary shares declined, according to the 
Actuaries’ Index, by 244 per cent. The unit trust move- 
ment, by general admission, owed part of its success to 
the synchronisation of its nativity and adolescence with a 
rising market for Stock Exchange securities. Friends and 
critics alike have been exercised over the fortune it was 
likely to experience when the inevitable down-turn came in 
share prices. From this viewpoint, recent months have 
been a critical testing time, and it must be admitted that 
the movement has emerged from its ordeal in creditable 
fashion. That the investor increased the funds entrusted 
with the movement by only 16 per cent. last year, compared 
with 46 per cent. in the preceding fifteen months and over 
100 per cent. in the calendar year 1936 is scarcely matter 
for surprise, though the repercussions of smaller net sales 
on such matters as advertising policy and management net 
earnings must clearly have been considerable. What is 
really noteworthy is that the net total of funds invested in 
unit trusts has increased at all in a year of acute Stock 
Exchange depression; that actual encashments (which have 
involved the further “ unwinding ” of some of the closed 
trusts) have been moderate and have been more than offset 
by new purchases. 

So far, in a falling market, the unit trust holder has 
provided an element of strength rather than of instability. 
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on many of the units at that time, and also perhaps by 
certain nervous holders who had read more in the decision 
to hold a Board of Trade inquiry than it actually im- 
plied. Expressed as a percentage of the total sales during 
the past year, re-purchases show a considerable increase, 
which might be expected to result from the scissor-like 
operation of falling markets, in reducing new sales and in- 
creasing re-purchases. Yet, to the end of March last, total 
re-purchases represented slightly less than 12 per cent. of 
total sales since the inception of the movement. 

Re-purchases, however, are of two kinds—corresponding 
to the distinction which we have already drawn between 
marketability and realisability. Gross re-purchases are con- 
cerned with marketability in its widest sense. But net re- 
purchases, after deducting the amount of subsequent re- 
sales (to new purchasers) of units previously issued, and 
after allowance for any “ position” which the managers 
may hold in their units, involve the realisation of underlying 
securities. We have, as far as possible, computed our figures 
to show net re-purchases, but it is difficult to define the 
proportion of gross re-purchases which are represented in 
the results. But even assuming that they consisted 
of net re-purchases, it is evident that the movement last 
year could have sold back to the market securities to the 
value of no more than £2,260,000, while it purchased 
securities to the extent of £13,680,000. The actual Stock 
Exchange business, of course, is likely to have been smaller 
than both figures, since they include certain re-purchases 
of units (which have subsequently been re-sold) in which 
the managers have been willing to take a temporary 
“ position.” 

The conversion operations last year—which are best 
treated as a special case—may have involved some market 
effect, so far as the liquidation of underlying securities for 
the surrendered units was concentrated in the industrial 
share market. But the extensive switching which the new 
trusts appear to have carried out brought an equal volume 
of new business to other sections of the market. 

We have, unfortunately, no basis of comparing these 
results with the turnover of shares in established companies. 
But it is evident that the volume of re-selling to the 
managers by unit trust holders has not been extreme. 


Trust Holders ? 


The managements may make the legitimate, if vicarious, 
claim that if all investors had been of the same mind as 
their own certificate holders, last year’s Stock Exchange 
slump could not have taken place. If so, then it is impor- 
tant to ask what manner of men unit trust holders are, 
who have stood firm like Stonewall Jackson when the 
battle was going against them. To know that is one step 
—and an important step—towards wider knowledge of the 
anatomy of falling markets, which is an essential part of 
the solution of one of the most baffling problems of the 
theory of investment. 

We are, therefore, the more indebted to certain unit 
trust managers who have courteously furnished us, at con- 
siderable trouble to themselves, with details of the dis- 
tribution, at recent dates, of their issued units (and sub- 
units) between holders of different classes. This is the first 
occasion on which such information has been made public. 
In the detailed tables at the foot of page 9 we show the re- 
sulting figures for five fixed trusts—the First, Second, Third 
and Fourth British (with total figures for all four); the Uni- 
versal Fixed Trust—the Foreign Government Bond Trust 
(a specialised flexible fund); and all funds in the Trust of 
Insurance group (with the exception of Cornhill Trust). 

The analyses show, first, the proportion of the total 
number of holders, and secondly the proportion of the 
total units (or sub-units) of each trust, represented by 
holdings of 100 units or less, by holdings of over 100 but 
not more than 200, and so on, at 100-unit intervals up to 
1,000 units, with larger intervals thereafter. They cover 
approximately 95 per cent. of the total units of the four 
Municipal and General fixed trusts, 97 per cent. of the 
Foreign Government Bond Trust, over 93 per cent. of the 
Trust of Insurance group, and the whole of Universal 
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Fixed Trust. The opening and present prices of the units 
are given for purposes of reference. 

A supplementary table analyses the aggregate Municipal 
and General fixed trust holdings, together with those of 
the Foreign Government Bond Trust, in terms not of units, 
but of the value of holdings in pounds sterling. This table 
covers the same proportion of total outstanding certificates 
as the earlier unit figures for the same trusts, the values 
being based on the middle x.d. prices of the respective 
units as at the last coupon dates. This table appears at the 
foot of the next page. 

An ingenious statistician might devise a lengthy series of 
instructive permutations and combinations from these 
figures. Our present objective, however, i is to compare the 
distribution of ownership of unit trust certificates (which, 
ex hypothesi, show a high degree of resistance to selling 
during depression) with the distribution of ownership of 
company shares (which have been sold on a considerable 
scale in the past year). The following table summarises the 
unit trust figures in a manner which facilitates compari- 

son with certain estimates based on a scrutiny of the share 
registers of ten large British companies made a few years 
ago by a private inquirer* and reproduced recently in 
The Economist: — 


DISTRIBUTION OF TOTAL NUMBER OF HOLDERS 





Municipal and General 























Holdings | Fae 
not | Four | Forgn. once | Pined 
exceeding lst 2nd 3rd_| 4th | Fixed | Govt. Funds* | Trust 
| British | British | British) British) Frusts _— 
a le ees 
| % | % % | % % o% % | % 
100 units... 61-2 | 47-0 | 50-0 | 46°9 50:3 42°2 37-4 37°8 
200 units... | 81:8 | 70-5 | 71-7 | 69-5 | 72-6 | 62-6 | 60-4 | 61-5 
300 units... | 90-6 | 81-8 | 82-9 | 82-8 | 83-8 | 73-6 | 73-7 | 75-19 
500 units ... 96°4 | 93°5 | 94°5 | 94°5 | 94-4 | 88:7 | 89-9 90°9 
Over 500 
SIT scence 3:6 6°5 5°5 5:5 5:6 | 11-3 10:1 9-1 
| 








* Covering Trust of Insurance, Trust of Bank and Insurance, Trust of Bank 
— Investment Trust Units, Scottish Bank Insurance and Investment Trust 
nits. 


SHAREHOLDINGS OF TEN BRITISH COMPANIES* 


Holdings not exceeding .......... £99 £199 £499 Over £500 
Proportion of holders (°%) 41-4 67:5 87-7 12:3 


* Imp. Chemical, Imp. Tobacco, Courtaulds, Dunlop, J. & P. 
Coats, Unilever, Fine Cotton Spinners, Cunard, Staveley, and 
Watney, Combe, Reid. 

Inspection of the tables reveals that, although precise 
comparison between the unit trust and the company 





” 


* “ Scientific Investment. By Hargreaves Parkinson. Page 8. 
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analyses is impracticable, the figures in fact follow a 
general pattern which is remarkably consistent in every 
case. Broadly, two in every five unit trust holders have not 
more than a hundred units, and two in every five holders of 
shares in the sample of companies given in the table held 
less than 99 shares of £1 each at the date of the investi- 
gation. If the limit be extended to 200 units or 199 shares, 
about two in every three unit holders and two in every 
three shareholders are brought in. And a limit of 500 units 
or 499 shares brings in nine out of every ten holders. 

Beyond all doubt, the typical holding in a unit trust 
is a small holding. This is as it should be, seeing that the 
force of the unit trusts’ claim to provide the small man 
with the widest possible “ spreading” of his risks over a 
large number of securities is in inverse proportion to the 
size of the average holding. The proportions of small 
holdings vary less than might have been expected between 
the “ general” and the “ specialised ” trusts. The separate 
figures for the four British fixed trusts, in the lower ranges, 
give the impression that the older the trust the more it has 
appealed to the smaller type of investor. On the whole, 
the typical unit trust holding is probably smaller than the 
typical company share holding. The majority of trust units 
now have a value well below £1, whereas many of the £1 
shares on which the figures of the table were based have 
for many years been quoted at a substantial premium. 

So much for the small holder. What of the more wealthy 
investor, who is in a small minority among the total pro- 
prietors, but has a disproportionately large share in the 
total stake? The extent of his interest in the unit trusts 
may be gathered from the next summary table, which is 
based not on holders but on holdings. 


DISTRIBUTION OF FUNDS BY HOLDINGS 


| Municipal and General 











, Trust of} Uni- 
Holdings 1 (For In- versal 
exceeding |_1st | 2nd | sea |_ach_ | Four |Foisye.| surance | Fixed 

'British British British| British| Fised | Bond | Group*| Trust 
Yd es | 
% | % | % % % | % % % 
100 units... | 23°6 | 14°8 | 16°5 | 15°6 | 16-7 | 9-7 9°2 10:3 
| 
200 units... | 45-2 | 33-2 34-6 | 34-0 | 35-4 | 21-6 | 23-1 25°5 
300 units... | 60-4 | 46-9 48-8 | 50-4 | 50-0 | 31-2 | 35-2 38-8 
500 units ... 76:5 | 69-6 | 72-6 | 74-1 | 72-4 | 53-4 | 59-6 63°8 
Over 500 | | ss 
units ...... | 23-5 | 30-4 | 27-4 | 25-9 | 27 7-6 | 46:6 | 40-4 36-2 
} | 


* See me table = composition. 


The financial importance of the larger holdings is evident 
from the fact that holdings exceeding 500 units represent 
one-quarter of the “British” fixed trusts, over one- 
third of the Universal, two-fifths of the Trust of Insurance 
funds, and almost half of the Foreign Government Bond 








































































































(Pitman’s). Trust. The “ specialised” funds would seem to have 
ANALYSIS OF UNIT TRUST HOLDINGS 
= Foreign _|} 
Ist British 2nd British | 3rd British | 4th British | Four British | Government || Universal Fixed Trust ||  7*St of Insurance 
Fixed Trusts Group 
Bond Trust | 
Sioa cnet Le hana ieee Ried Reina tic cee —— | ie ee a 
oldin ii — seen | Tyteees :.. | Distri-| ,;...;_ | Distri- || Distri- Distri-j | Distri- | Distri- 
(units and! Distri- | Distri- | Distri- | Distri- Distri- | Distri- | Distri- | Distri- | Distri- : Distri- : | } oe : 
sub-units)| bution| bution bution} bution bution bution | bution | bution | bution — | bution — ra | — been _ eat — ~— 
H id ° ! - H of eee oe Id jof Fund H s jot Fund) of Funds les - Fund |\(sub-units)) Hol- | Fund (units) | Hol- | Funds 
° rT e olders| he ° om e. olders| he’ olders held |#° " held || | ders held | dere. | held 
7 i 
% | % % | % % % %, % % % % % | | % % | % % 
5— 100) 61-21 | 23-65 | 47-01 | 14°85 | 50-00 | 16°46 | 46°87 | 15-59 | 50-31 | 16°66 | 42:40 | 9-70 || 10— 100/37°81 /10-29 | 1- 100/37-37 9-20 
105- 200! 20:55 | 21:59 | 23-53 | 18-37 | 21-73 | 18-13 | 22-59 | 18-43 | 22-31 | 18-76 | 20-17 | 11-95 || 110— 200/23-69 |15-19 i} 101- 200/23-04 |13-87 
205- 300} 8-84 | 15:24 | 11-28 | 13-74 | 11-20 | 14-20 | 13-33 | 16-35 | 11-24 | 14-63 | 11-02 9-59 || 210- ar e-an 13-30 || 201— 300)13-34 |12-14 
305- 400) 2-67 6°26 6°33 | 10°83 | 5:21 9-26 4°68 8-08 5:04 9-18 | 4-36 5-31 || 310- 400 | § 6°61 | 8-99 | 301- 400) 5°85 | 7°43 
405- 500) 3-11 9°80 5-32 | 11:84 6°34 4°57 | 6:98 | 15°62 5-54 | 13-14 | 10-76 | 16°82 || 410- 500) 9-22 |16-02 || 401- 500)10-32 |16-96 
505- 600) 1-26 4°67 1:27 3°34 | 1-03 2°78 1:24 3°26 1-20 3-34 2°22 4-13 || 510- 600} 1-67 | 3-43 || 501- 600) 1:92 | 3-66 
605- 700! 0-40 1°71 1-08 3°31 0:67 2°17 0-47 1°45 0-72 2-38 0-53 1-12 || 610— 700) 1-11 | 2°65 |} 601- 700) 0-93 | 2-11 
705- 800) 0-35 1:74 0-93 3°31 0-77 2°79 0-75 2°71 0-75 2-82 0-62 1-55 || 710—- 800} -88 | 2-43 || 701- 800) 0-85 | 2-18 
805- 900} 0-19 1-04 0-56 2°23 0:58 2°41 0:57 2-32 0-50 2°14 0:44 1:24 || 810- 900) -64 | 2°00 !} 801- 900) 0-56 | 1-66 
905-1000) 0-65 4°18 1-30 6°01 1-23 5-82 1-22 5°67 1°15 5°64 3-64 | 11-49 || 910-1000) 2-28 | 8-02 — 1000} 3-14 |10-47 
1005-1200} 0-12 0-87 0-35 1-80 0:32 1-70 0:29 1-50 0-29 1-58 0-89 3°10 ||1010-1200} "49 | 1-95 | eee ioe 
1205-1400} 0-09 0-80 0-20 1:21 0:17 1:05 0-27 1-64 0-19 1-19 0:36 | 1°46} |1210-1400| +37 | oo | ens inn 
1405-1600) 0-07 0:73 0:17 1°19 0-2 1-99 0-22 1-59 0-19 1:44 0-71 3°42 | 1410-1600 *42 | 2:2 | 1001-1500 1-03 | 4°45 
1605-1800! 0-07 0-78 0-13 | 1:07} 0-09 0-75 | 0-12) 0-99 0-11 0:92 | 0-09 0:51 ||1610-1800) -21 1:29 one me 
1805-2000} 0-23 3-00 0-22 1:98 | 0-12 1:16 0:24 | 2-28 0-20 1:95 0-89 5°58 ||1810-2000 *47 | 3-3 '|1501-2000, 0:84 | 5-36 
2005-2500} 0-05 | 0-65 | 0-07] 0:77| 0:05 | 0-52] 0-04!) 0-45] 0:05 | 0-62| ... . | 2010-2500} -19 | 1-60 oe a ae 
2505-3000) 0-07 1-23 0-12 1°61 | 0:08 1:04 | 0:08; 1-12 0-09 1-29 0:27 2:54 |/2510-3000| -09 *92 |'2001-3000 0:45 | 3:90 
3005-3500| ... he 0-01] 0-19] O-O1| 0-24] ... | 0-01 | 0-14] 0-09 | 0-92 ||3010-3500) -06| -72 || _... | wi ie 
3 0-05 1°15 0-08 | 1°55 0-06 1°17 0-02 | 0-38 0-06 1-14} 0-09] 1-13 ||3510-4000| -04 52 ||3001-4000) 0-12 | 1-53 
4005-4500 es set eck so OME es ) an. oe 0-01 0-09 en _ |4010-4500) -02 30 |} om “ a“ 
4505-5000 - * 0-04 0-80 0:02 0:37 “a se 0-02 0-40 0:27 4°24 ||4510-5000) 04! -63 |}4001-5000 0 2: 
Over 5000) 0-02 0-91 ose oe 0-02 1-10 0:02 | 0-57 0-02 0:55 | 0-18 4°20 ||Over 5000) -07 | 2-40 | Over 5000) 0 2: 
100 | 100 100 100 100 | 100 100 | 100 100 100 | 100 | 100 | 100 | 100 || 
[_100 [300 | 100 | 100 | 100 | 100 | 100 [100 [100 | 100 [100 [100 | }-—}—— 
Unit 
Prices i 
Initial .. 30/9-31/9 21/3-22/3 | 19/9-20/6 19/9-20/6 | 19/3-20/- | 18/9-19/9 || 
May 24th 40/3 bid 25/—~-25/9 | 20/9 bid 17/3-18/- | 14/—15/- | 17/6-18/6 |) 
‘ | it 
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appealed, in fact, to much the same type of clientele as the 
general trusts among the smaller investors, but to a some- 
what more influential proprietor among the larger 
capitalists. Nevertheless, there is no single example in the 
table of a trust in which the small holders, of anything up 
to 500 units each, do not account for the major part 
of the total amount at stake. Here, the position differs 
significantly from that shown by an analysis of representa- 
tive company shareholders. The inquiry to which reference 
has been made above did not evaluate the total capital 
represented by the smallest shareholdings, but made 
an exhaustive examination of the incidence of those which 
were very large indeed. It was found that from one-fifth 
to one-half of a company’s capital might, not infrequently, 
be possessed by a handful of proprietors, each holding 
50,000 shares or more. These gargantuan holders do not 
exist in the unit trust movement, where holdings of even 
5,000 or more units are, to judge from the examples given 
in this article, almost negligible. 

The conclusions suggested by our examination of the 
anatomy of unit trust ownership begin now tentatively to 
take shape. In a period of falling values it is the small 
investor who grimly holds on to his stock. That appears 
to be true both of the unit holder and the company 
shareholder. That very large company holdings are liqui- 
dated on a considerable scale, in a falling market, is almost 
equally unlikely; for they are held mainly for strategic and 
“family ” reasons. The chief seller in the early stages of 
a falling market is rather the intermediate holder, whose 
shares are numbered in thousands rather than in tens of 
thousands. His attitude towards his holding is wholly 
impersonal, and he has both the inclination and the know- 
ledge necessary to “ play” a free market. But our figures 
show that holders of this type are of relatively minor im- 
portance in the case of the unit trust; and trust certifi- 
cates will never have a free day-to-day market such as 
leading market stocks like Imperial Tobacco and Court- 
aulds enjoy. There is, further, some evidence that sub- 
unit holders have taken to heart the moral upon which the 
publicity material of the trusts has always insisted, and 
have come to view their holdings as a long-term investment 
—indeed, almost as part of their personal savings, like a 
savings bank balance, to be drawn on only in dire economic 
distress. If so, then the unit trust movement, which has a 
strong claim to rank as an element of stability in the 
first stages of a falling market, might conceivably enjoy a 
less satisfactory experience if depression were prolonged. 





DISTRIBUTION OF MUNICIPAL AND GENERAL FIXED TRUSTS AND 
FoREIGN GOVERNMENT BonpD TRUST By VALUE 





Four Fixed Trusts Foreign Government 














Bond T rust 
Roof ticldings” | 
oO ° 
ia . Distribution ae : Distribution 
Distribution Distribution 
of Holders aa tw of of Holders of —. of 
% % % % 
SS 30-45 6:99 44-27 10-45 
de 27-93 15-18 23-82 15-54 
lie 18-03 17-15 10-13 10-93 
ane 6-59 9-03 11-11 17-53 
401-500 .......0000 6-05 10-80 2°13 4°18 
ea 4:13 9-11 0-89 2:28 
ID nicsopecuiie 1-29 3-29 4:00 12-58 
SEE csksspsnncss 0-91 2-69 0:53 1-83 
EE dd rasnens 0-84 2:84 0-44 1-75 
901-1,000 ......... 0-68 2-61 0-09 0-38 
1,001-1,200 ......... 1-54 6°76 0-71 3-42 
1,201-1,400 ......... 0-39 2-00 0-98 6-09 
1,401-1,600 ......... 0-22 1-29 a ahs 
1,601-1,800 ......... 0-20 1-31 ; i 
1,801-2,000 ......... 0-15 1-10 ‘ oat 
2,001-2,500 ......... 0-27 2-39 0:36 3-46 
501-3,000 ......... 0-08 0-91 0- 1-13 
3,001-3,500 ......... 0-05 0-62 0:27 4:24 
3,501-4,000 ......... 0-05 0-66 ee wil 
4,001-4,500 ......... 0-06 0-99 a ma 
4,501-5,000 ......... 0-04 0-77 0:09 2:09 
5,001-6,000 ......... 0-03 0-65 0-09 2-12 
Over 6,000 |........ 0-02 0-86 a a 
100-00 100-00 100-00 100-00 
AVERAGE HOLDINGS 
Units Value 
£ 
I cc tcnkgaecageiisbskooiencs 153-8 328-6 
nics adccbstecsbesesees 216-3 252-7 
I asc ch inbnackeipiieess 208 -8 233-6 
oe elise lee assenp 213-6 212-3 
od. 2 Sei seesseennces bie 252-9 
Foreign Government Bond Trust 314°6 210-4 
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Analysis of Occupations and Estates 


An interesting cross-bearing on these conclusions may 
be obtained from the results of an investigation made by 
First Provincial Fixed Trust. Part of the information was 
originally published in The Daily Herald at the end of 
last year, and our thanks are due to both parties for per- 
mission to reproduce the figures in our present supplement. 

The investigation consists of two parts. In the first, the 
managers of the group have made an analysis of registered 
holders by occupations. The distribution of total holders 
on this basis is set out in the following table: — 


o 


YA o o 
‘ / A 
Occupation of | Occupation of Occupation 3 
Total Total Total 











Spinsters ......... 24-34) Doctors & dentists} 2-00) Travellers ............ 0-94 

ried women..| 18-49) Manufacturers and ee 0-86 

Gentlemen ....... 17-67| merchants ........ 2:00; Accountants .........] 0-81 

Widows............ 11-05) Farmers ............. 1-68) Builders............... 0-76 

Shopkeepers aa 3 cehemetibbenenaa . : ere saospanosens 0-60 

° servants ......) 1- ilway employees | 0-17 

CAGES ...00ccccceee 86) Army and Navy ...| 1°25 — 

Artists and Bank officials ...... 1°15 
teachers......... 2°32! Manual foremen ..| 1-13 


It will be seen that three of the four largest categories 
comprise holdings registered in the names of spinsters, 
married women and widows, and together these account 
for well over 50 per cent. of the total number of holders, 
Over 174 per cent. of the total number of holders are 
recorded as “gentlemen,” a description which may be 
presumed to include investors of independent means, 
retired persons, and perhaps a certain proportion of gain- 
fully occupied men who might on a strict classification be 
included in the occupational categories shown, although 
they were not so described at the time their holdings were 
acquired. The impression presented by the table is that 
holders of the units in the First Provincial group are well 
spread throughout various social and occupational grades, 
and among the latter there is some tendency in favour of 
the smaller type of investor from the “ salariat ” and artisan 
classes. Since the occupational grades consist only of 
men, however, the second important fact which emerges is 
the preponderance of women among the total holders. We 
are informed that between 50 and 60 per cent. of the 
holders of units in this group have given instructions for 
the payment of distributions to the credit of their banking 
accounts. This fact provides a general indication of the 
substance of the holders concerned; it suggests that bank- 
ing accounts are much more frequently to be found among 
unit holders than, say, among shareholders and depositors 
in the building society movement. 

The second part of the investigation is distinctly original 
and instructive. The managers have analysed the personalty 
recorded in 436 probates, which were forwarded to them 
for registration in respect of deceased estates. The results 
are analysed below, in the various personalty grades, 
together with a percentage distribution: — 

















: No. of | Percentage | x, 2 No. of | Percentage 

Value of Estates Probates | of Total Value of Estates Probates| of Tot 
£50 or under ... 3 0:7 £1,001-£1,500 37 8-4 
BRET cvevcce 3 0-7 £1,501-£2,500 59 13-5 
£101-£200 ...... 2 0-5 £2,501-£5, 86 19:7 
£201-£300 ...... 3 0-7 £5,001-£10,000 87 20-0 
£301-£400 ...... 2 0-5 £10,001-£50,000 98 at 
£401-£500 ...... 10 2-3 | Over £50,000 11 2: 
£501-£1,000..... 35 8-0 

436 100°0 


Making allowance for the possibility that registration of 
probate more frequently affects the larger holdings, and for 
payments under insurance policies, the table provides 
much-needed information regarding the type of investor 
who holds unit trust certificates. It will be seen that out 
of the 436 probates examined, as many as 282 repre- 
sented estates of more than £2,500. We have calculated 
a weighted average of the estates (based on the middle 
figure in each separate category and a limit of £50,000), 
which shows that the average value of the estates amounted 
to £10,700. This figure suggests that the average holder, 
reckoned in terms of wealth, is a person of some substance, 
— comfortable middle class” might be as good a general 
description as any. 
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~~ MOORGATE 


GROUP 
OF UNIT TRUSTS 


| These Trusts are managed by Fifteen Moorgate Unit Trusts, Ltd., a 
| company closely associated with Dawnay Day & Co. Ltd., merchant 
«| bankers, and are notable for their flexible management powers. 
Each spreads its funds over an extensive list of first-class stocks and 
| shares and the portfolios taken as a group include 197 different 


, securities arranged in carefully selected categories which cover 
’ virtually the whole field of prudent investment. 

The Trusts, with their approximate gross annual yields, based 
| on current sub-unit prices and the dividends paid last year are :— 
Security First sib ans _ 7% 

Hundred Securities ‘in nek 68% 
Investors 2nd General cons one 4% 
Investors Gold Share _— — 9t% 
Provident Investors inns soli 6% 
Investors Flexible _.... — dims 7% 
An investment spread evenly over all six Trusts yields on 
the same basis ons sane won (approximately 7%) 





Full particulars of all these Trusts are given in the 
official handbook B61 which ts the basis of all transactions. 


FIFTEEN MOORGATE UNIT TRUSTS LIMITED 
15 MOORGATE, LONDON, E.C.2 


Members of the Unit Trusts Association 
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Survey 
Directory of Fixed and Flexibl 
ieee > Lite of Arrangements for termina. 
umulative in pan ife o} tion, other than n 
GROUP and Trusts | pate formed Trustee oma at —_— or ene Trust. | provisions for distribution 
€ Distributive permitted (years) | of Trust property at end 
list of life 
| 
MUNICIPAL AND 
GENERAL 
First British ..............- April, 1931 Lloyds Bank Fixed ; general indus- | Cumulative 24 Distributed 20 
trial, utilities, oils. 
Second British ............ December, 1932 Lloyds Bank Fixed ; general indus- | Cumulative 26 Distributed 20 
trial, utilities, oils. 
Third British............... December, 1933 Lloyds Bank Fixed ; general indus- | Cumulative 28 Distributed 2 
trial, wtilities, mines, 
oil. 
Fourth British ............ February, 1934 Lloyds Bank Fixed ; general indus- | Cumulative 24 Distributed 20 
trial, utilities, oil, 
mining finance. 
Foreign Government April, 1934 Lloyds Bank Flexible; free to in- 110 Managers may change 21 Managers may terminate if 
Bond. . vest in any Govern- investments within less than 200,000 Bond 
ment bonds includ- permitted list. Pro- units outstanding. 
ed in panel. (a) ceeds of sales and 
redemptions are 
not distributed. 
Limited Investment Fund} December, 1935 Lloyds Bank Flexible; free to in- | Cumulative | Stocks or do. 21 Managers may 
vest in any fully viii shares of after 15 years or after one 
paid securities of 157 com- year if number of units 
157 companies in nies and is less than 400,000, 
permitted list. (b) ritish 
Govern- 
7 ment stks. 
Midland and Southern March, 1936 Lloyds Bank Flexible; free to in- | Cumulative | Stocks or do. 21 do. 
Investment Fund. vest in 227 Midland shares of 
or South Country 227. Mid. 
cos., or British or S. Co. 
Govt. stocks. cos., and 
Brit. Govt. 
stocks. 
Scottish and North March, 1936 Lloyds Bank Flexible; free to in- | Cumulative | Stocks or do 21 | do. 
Country Investment vest in 184 Scottish shares of 
Fund. or North Country 184 Scot. | | 
cos. or Brit. Govt. or North | | 
stocks. Country | | 
|} cos. and 
Brit. Govt. 
| stocks. | 
TRUST OF | | | | iz 
INSURANCE 
Trust of Insurance Shares June, 1934 Williams Deacon's | Flexible; free to in- | Cumulative | 31 Ins. Cos. Reinvested 20 Distribution of shares @ 
| Bank. vest in Insurance (b) and Brit. cash or option continue 
stock or shares in Govt. and Trust. 
| | paneland Brit.Govt. otherTrus- 
| and Trustee securi- tee securi- 
| | ties. (a) ties. 
Trust of Bank and Insu- | September, 1935 | Midland Bank Exec. | Flexible; free to in- | Cumulative | 52 Insurance,| Reinvested 21(d) do. 
rance Shares. | and Trustee. vest in Bank, Dis- Banks and 
eount and Insurance discount, Brit.| 
securities in panel | Govt. and 
and Brit. Govt. and | Trustee 
Trustee securities. (c)| securities.(e) | 
Trust of Bank Shares ... | December, 1935 | Equity and Law Life | Flexible; free toin- | Cumulative |40 Banks and Reinvested 21(d) do 
Ass. Soc. vest in Bank and | Discount 
| Discount securities | issues and 
in panel and Brit. | Trustee | 
| Govt. and Trustee | | securities. (e)| 
securities. (f ) | 
Investment Trust Units March, 1937 Lloyds Bank Flexible; investment | Cumulative | 63 Inv. Trust Reinvested 21(d) | do, 
| trust shares, Trustee Cos. Addi- | 
securities (g). tional Trust 
|Cos. of status | 
defined by 
| Trust Deed ; 
and Trustee | 
| Secs. 
Scottish Bank, Insurance | January, 1937 | Royal Bank of Flexible ; Scottish | Cumulative | 59 Ins. Cos., Reinvested 25(h) do. 
and Investment Trust | Scotland. bank, insurance and Banks and 
Units. investment trust Inv. Ad- 
shares; English ditional 
banks, insurance & shares of 
investment trusts (7) status defined 
Trustee securities. by Trust 
Deed; and 
Trustee Secs. 
Cornhill Trust ............ October, 1937 Midland Bank Exec. | Flexible; Brit. bank | Cumulative 27 banks, Reinvested Deb. 15| Offer to exchange into 
4 per cent. {1 red. and Trustee. and insurance shs., 33 Insurance, debs. of Trust Co. may be 
guar. Deb. units Brit. Govt. secs. Brit. Govt. after October, 1947. 
(1952). (For further details secs. Def. 21 | If not converted to Inv. 
Deferred Units. of operation, see (J) Trust Co, distribution of 
page 18). shares or cash, or optioa 
| to continue Trust. 
| | 
| | | 
scan aa ceases asanacaatcamntaman nets : 
F.T.M. 
Producers (formerly March, 1936 General Accident, Flexible; Industrial, | Curnulative | 91 in present! Permitted list of in- 10 Meeting of unit-holders 
Aviation and Universal) Fire and Life. oil, plantation and portfolio. vestments includes may authorise formation 
mining cos. any securities of Inv. Trust Co, any 
| uoted on the Lon- time after 7 years from 
on Stock Exchange.| formation of Trust. 
Domestic .........+0+-.s008 July, 1936 Midland Bank Exec. | Flexible; companies | Cumulative | 132 in present} Securities of a similar 10 do. 
and Trustee. producing domestic portfolio, nature may be add- 
requirements, and ed, or eliminations 
Trustee securities. made subject to 
veto of Trus ees. 
Domestic Priority Income} May, 1938 Midland Bank Exec. | Flexible; pref. and 88 in initial | Additional list  in- 10 do. 
and Trustee. debs. of industrial portfolio. cludes 263 cos. 





cos. 





5,00 
Bon¢ 


2,00 


2,0 
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I 
.| Trusts established at May 28, I 
v ? 
No.of} Minimum 
P — Open | Sub- | Purchase of | Certificates, Loading or Service Meneaunent oF Distribution 
‘ Trust Units | Sub-units Bearer or Charge “ Basow” Peostelon Dates Other Particulars Trust 
; Ch to |_| «Registered (%) 
d (Units) Unit | rritial | SUbse- 
quent 
MUNICIPAL AND 
on . GENERAL 
600 | Closed! 2,000 10 | After Bearer No loading charge ; all 15 June, Dec. | Business in all trusts in | First British. 
20 in trusts closed. Bid Part of service charge this group executed only 
5's price based on real- placed with Trus- through Stockbroker. 
550 | Closed| 4,000 10 5 Bearer isable value of under- tee for trustee and 15 Mar., Sept. out Second British. 
lying securities, less Management ex- 
500 | Closed] 4,000} 10 5 Bearer expenses, Sub-units penses. Escrow } | 15 Feb., Aug. Third British. 
offered, when avail- fund, April 1935, 
able, at turn over was £160,000. 
500 |Closed| 4,000 | 10 5 Bearer |j bid price. Fund distributed | | 15 May, Nov. Fourth British. 
half-yearly for trus- 
tee and managers. 
s 5,000,000 | Open 10 5 Bearer 5%, plus § of 1% p.a. of 1 Apr., Oct. | (a) Investment in any one | Foreign Govt. Bond. 
a Bond units average value of depo- bond not to exceed 5% 
sited property. Brokers of Trust Fund, except 
charge commission on British Govt. securities. 
S.E. scale, Normally at least 50 
ey bonds will be held. 
ts 2,000,000 | Open 10 5 Bearer Preliminary charge 24%. | ith of preliminary charge | 15 Jan., July | (b) Investment in any one | Limited Investment Fund. 
units Brokers charge com- in escrow distributed company not to exceed 
ie mission on S.E. scale. | half - yearly between 5%, except British Govt. 
i Annual charge 4 of 1% | Trustee and Managers. securities. Normally at 
p.a. of deposited pro- least 40 securities will be 
perty for Managers and held. 
Trustees. 
2,000,000 | Open 10 10 Bearer de. do. 1 May, Nov. do. Midland and Southern 
Investment Fund 
2,000,000 | Open 10 10 Bearer | do. do. 1 Mar., Sept. do. Scottish and North Country 
| Investment Fund, 
| | 
} | 
; | | | 
| | — 
7 | | | | | | TRUST OF 
| | | INSURANCE 
« Limited by| Open 10 | 1 | Registered | Initial, 5% plus of | Provision made to satis- | 31 Jan., July | (a) Not more than 10% of | Trust of Insurance Shares. 
ne propor- | or Bearer | 1% perannum on mean faction of Trustees, | funds to be in any one 
tions | | | market value of funds, and securities deposi- | company and not more 
shown | | | ted. than 5% of any com- 
under | | | pany’s issued share cap- 
“Other ital may be held. 
Particu- j (b) Uncalled liability cov- 
lars.” | | ered by Trustee securities 
se | Open 10 1 Registered do, do. 30 Apr., Oct. | (c) Not more than 7$% in | Trust of Bank and 
| or Bearer any Co. and not more Insurance Shares. 
| | than 5% of issued capital 
| | of any Co. to be held. 
| | At least 35% of funds 
| | must be in Ins. Cos. 
” | Open } ; 20 | 1 | Registered do do. 15 Mar., Sept. | (2d) May be ended after 18 | Trust of Bank Shares. 
| | | (Sif | or Bearer years. 
bearer) | (e) Uncalled and reserve 
| | | liability covered by 
| | Trustee secs., insur’ce 
| | } | or otherwise, or main- 
| | taining fund at over 
| | 2} times liability. 
(f) Not more than 7}% in 
any Co. and not more 
| | than 5% of issued capital 
| | | of any Co. to be held. 
» Open | a a | Registered | Initial 4% plus % of 1% do. 31 May, (g) Not more than 7}% of | Investment Trust Units. 
or Bearer | per annum on mean mar- 30 Nov. funds of Trust in any one 
| | ket value of funds, Co.; not more than 74% 
| of capital or debentures 
of any company to be 
held by Trust. 
(h) May be ended after 21 
| years. 
” Open | 20 1 | Registered do, do. 15 Feb., (i) Not more than 7$% in | Scottish Bank, Insurance 
| or Bearer 15 Aug. any company. Not more and Investment Trust 
than 74% of any one units. 
class of issued capital 
| to be held. Not less than 
15% in insurance or 
bank shares respectively. 
Not less than 25°% in 
investment trust shares. 
. ” Open | 10 1 Registered | 6d. on each deb. unit. Agreed with trustees Deb. units: |(j) Not more than 7$% of | Cornhill Trust. 
. | or bearer. Deferred : Service charge 5 Apr., Oct. | fund in one Co., not 
5% on price. 3% of Def. units: | more than 7}$% issued 
' Fund at each distr. date 20 Apr., Oct. | cap. or debs. of one Co. 
f for expenses, including to be held. At least 
0 Trustees, redemption 10% initial fund in 
premium on deb. units, gilt-edged, and at no 
ete. time less than 5%. Fund 
must exceed 2} times un- 
called and reserve liability. 
| F.T.M. 
: No. may | Open 50 10 | Registered | Initial service charge of 15May, 15Nov.| Not over 7$% in any one| Producers (formerly 
. be limited 5% of price. Co.; notover5% inany| Aviation and Universal.) 
y by Annual charge of 3d. per one class of security, 
4 Managers unit. except British Govt. 
in consul- stocks. 
tation with 
Trustees. 
Not stated | Open 50 10 Registered | Initial service charge of 1 Feb., 1 Aug. | Not over 5% in any single | Domestic. 
or bearer. 5% of price security, and not over 
Annual charge of $d. per 74% in any single Co., 
unit. with exception of 
Trustee securities. : ; 
Not stated | Open 50 10 Registered | Initial service charge, 5% | Provision made for future} 1 Apr., 1 Oct. do. Domestic Priority Income. 
or bearer. of price; annual charge| management. 
4d. per unit. 











(Continued on next page. 
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Fire and Life 


permitted in cos. 


(Recurring 





varied within list of 


do. 
Managers can _ terminate 


Survey 
ion Arrangements for term 
Securities in . ; Ly 
Cumulative Life of | tion, other th 
“ae Date formed Trustee z ae — -~— or panel or Treatment of Trust | provisions for distribuee 
charac portfolio Distributive permitted Eliminations (years) | of Trust property at enj 
list of te 
NATIONAL 
National “‘A"’......... June, 1932 Midland Bank Exec. | Fixed; general indus- | Distributive 27 Distributed 20(a) | Distribution or conversig 
and Trustee. trial, utilities, oil, into otber units, 
etc. 
National “ B”......... July, 1933 Midland Bank Exec. | Fixed; general indus- | Distributive 20 Distributed 20(a) do. 
and Trustee. trial, transport, 
mines, oil. 
National “C” ............ March, 1934 Midland Bank Exec. | Fixed; general indus- | Distributive 20 Distributed 20(a) do. 
and Trustee. —_ preference 
ouly. 
National ““D” woveee July, 1934 Midland Bank Exec. | Fixed; general indus- | Distributive 22 Distributed 20 do. 
and Trustee. trial, breweries, 
mines. 
Commercial ........ posseie November, 1933 “ne Provincial —_ ; general indus- | Distributive 20 Distributed 20(a) do, 
nk. trial. 
Gilt-Edged  ........+0+00+- February, 1934 | National Provincial | Fixed; British and | Distributive 19 Distributed except 15 do. 
Bank. Colonial Govern- redemptions which 
ment, Public boards are reinvested. 
and Railways oxed 
interest stocks. 
Amalgamated ............ April, 1934 Williams Deacon’s | Fixed; Government | Distributive 30 Distributed 20(a) do. 
Bank. stocks, industrial 
preference and ordi- 
n and miniug. 
Cabra .cccccc.ccccccesee July, 1934 National Provincial Fixed; Government | Distributive 73 Distributed, except 20 do. 
Bank. stocks, industrials, redemptions which 
utilities, oil, mines. are reinvested. 
I. - sininnascnanianile May, 1935 Clydesdale Bank Fixed ; general indus- | Distributive 20 Distributed 20 do. 
trial, iron and steel, 
utilities, mines. 
IE cscsconsecnnsceesenn October, 1935 Midland Bank Exec. | Fixed; general indus- | Distributive 100 Distributed 15 do. 
and Trustee. trial. 
National Investment July, 1936 Midland Bank Exec. | Flexible; banks, in- | Cumulative | Initial port- | Investment may be 15 do. 
Group Certificates. and Trustee. surance cos., public folio 40; varied within per- | 
utilities, industrial, 300 alter- mitted list. 
mines. native in- 
vestments, | 
& trustee | 
stocks. | 
| | 
“15 MOORGATE” | 
Investors General......... February, 1934 Royal Exchange | Fixed; general indus- | 24 Distributed or re- 20 Distribution or option of 
Assurance. | trial, utilities, | invested in Trustee | conversion into similar 
breweries, mines. | securities, or securi- | investment, 
| ties already in 
| | panel. (a) 
j | 
Investors Second General August, 1935 Royal Exchange | Fixed with flexible | 27 do. (a) 15 Distribution or after 10 
Assurance. | provisions (5); gene- | and in any similar years’ option to convert 
ral industrial, utili- | security. (c) | into Inv. Trust Co, 
ties, breweries, | without prejudice to dis- 
| mines. || Capital | sent. 
Investors Gas & Electric May, 1934 Royal Exchange | Fixed with certain || bonuses | | 15 | Distributed or re- 20 Distribution or option of 
Assurance. | flexible provisions over | invested in Trustee conversion into new units 
| (d); gas and electri- 10% securities, in securi- of similar character, 
City equities, } | accumu- ties already in 
| | lated ; panel, or in similar 
} || smaller securities. (d) 
Investors Gold ............ March, 1935 Royal Exchange | Fixed with flexible bonuses 16 do. (e) 10 Distribution or offer to 
Assurance. provision (b); gold accumu- convert into similar ia 
mining shares. | | lated if | vestment. 
| » practic- 
| able at 
Provident Investors...... September, 1935 Martins Bank | Fixed with flexible | Mana- 30 do. 20 Distribution or after 15 
provisions (b) ; gene- | | ger’s dis- years’ option to convert 
ral industrial, utili- | | cretion. into Inv. Trust Co. with 
ties, stores, consum- | New | out prejudice to dissent. 
ers’ goods shares. | issue | 
Security First ............ July, 1935 Lloyds Bank | Fixed with flexible | rights 23 do 20 do. 
| provisions (6) ; gene- sold and | | | but only in securities | 
ral industrial, iron || distri- | | | included in panel. (/) | | 
and steel, breweries, | buted. | 
mines, rails. | | 
Hundred Securities ...... October, 1935 Lloyds Bank Fixed with flexible | 100 do. 15 do. 
provisions (b) ; Gov- | and in similar 
ernment securities, securities. (g) 
iron and steel, trans- | 
| port, utilities, stores, | | 
breweries, mines and | 
miscellaneous indus- | 
trial. 
Investors Flexible ...... August, 1936 Midliand Bank Exec. | Flexible ; banks, | Cumulative | Over 260 Investment may be 15 After 12 years manages 
and Trustee. mines, industrial & | | varied within per- can obtain authorisation 
commercial and | mitted list. of transfer of holdings to 
trustee securities. | Investinent Trust. 
' 
ALLIED INVESTORS | 
| 
British Industries Ist March, 1934 Midland Bank Exec, | Fixed, with flexible |Share bonuses 25 Reinvested in alter- 20 Distribution or new trust 
Portfolio. and Trustee. provisions (a);gene-| up to 10% | and alterna-| native panel. 
ral industrial, mines,| distributed; tive panel 
rail, fully accu- of 10. 
mulated 
over 10% 
British Industries 2nd | November, 1934 | Midland Bank Exec. | Do.; general indus- do. 25 do. 20 do. 
Portfolio. and Trustee. trial, mines, oil, and alterna- 
breweries. tive panel 
of 10. 
British Industries 3rd | November, 1935 | Midland Bank Exec. | Do.; general indus- do. 25 do. 20 do. 
Portfolio. and Trustee. trial, insurance, and alterna- 
mines, utilities. tive panel 
of 10, 
British Industries 4th | November, 1935 | Midland Bank Exec. | Do.; general indus- do. 25 do. 20 do. 
Portfolio. and Trustee. trial, oils, mines. and alterna- 
tive panel 
of 10. 
Electrical Industries March, 1936 General Accident, Flexible; investment | Cumulative | 41 Investment may be 20 


Metals and Minerals 


December, 1936 


Assurance 


Midland Bank Exec. 
and Trustee. 


on panel; electric 
supply cos. 
equipment manu- 
facturing cos. 
trustee securities. 
Flexible; gold, dia- 
monds, iron & coal, 
oil, other metals. 


and 


cap. bonuses 


distributed 


at discretion 
; | of Managers). 


Capital 


10% distri- 
butive at 


discretion of 


Managers. 





| 





40 cos. in 


bonuses under} initia) port- 


folio,47 as 
alternative 


investments 


permitted securities. 


Reinvestment in al- 
ternative cos. 


Trust after 15 years if 
this appears in interest of 
holders. 


Distribution or new trust. 

Managers can terminate 
Trust after 15 years if 
in interest of holders, of 
after 1 year if fund ua 
der 100,000 units. 


No’ 


Not 


No 
No’ 


No 


No 


No 


a 


aw 








SeSEe | 


! 


§2 


15 


the 
at, 


Sasa 


No. of} Minimum 


Maximum | Open | Sub- | Purch i 
t ase of | Certifica or Service 
=? or | Units} Sub-units Bearer 2 Charge oo piiansgement oF 
Units) to |__| - Registered (%) Escrow ” Provision 
( Unit Subse P 
Initial t 
quent 
Not stated| Closed) 4,000 | 10 1 | Registered 5 Managers have in each 
case set aside funds 
with Trustees to pro- 
vide for Trustees’ fees 
Not stated |Closed| 4,800 | 20 10 | Registered 5 aE _— 
Not stated | Open | 4,800 | 20 10 Registered 5 do. 
Not stated | Open | 4,800 | 20 10 Registered 5 do. 
Not stated iClesed 4,800 | 20 | 10 | Registered 5 do 
Not stated | Open | 4,800 | 20 10 | Registered 2 do 
Not stated | Open | 4,800 20 10 Registered 5 do. 
Not stated | Open /12,000/| 20 10 Registered 5 do. 
Not stated | Open | 4,800 20 10 Registered 5 do. 
Not stated | Open |10,000| 20 10 Registered 5 do. 
Not stated | Open vail 50 10 | Registered 64 do 
or Bearer | , 
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Distribution 
Dates Other Particulars 









ee 


NATIONAL 


15 May, Nov.| (a) From creation of | National “ A.” 


units. In other cases, 
from date of trust deed. 


15 Feb., Aug. 
15 Mar., Sept. 
1 Jan., July one 


15 June, Dec. 
15 Jan., July 


15 Apr., Oct. 


1 Apr., Oct. 


1 June, Dec. | Power to omit any secu- 
rity in constitution of 
new units. 

1 May, Nov. | Power to omit any secu- 
rity in constitution of 
new units. 

1 Mar., Sept.| Not over 5% in any one 
share. No holding over 
5% of total issue of share. 
Not over 10% in any one 
branch of industry or 

commerce. 





National “ B.” 


National “C.” 


National “ D.” 


Commercial. 
Gilt-edged. 


Amalgamated. 


Universal. 


Scottish. 


Century. 


National Investment 
Group Certificates. 


eens eeeeaeeeeeeeeeeeeeeenerneeeeeeeeemmsesennenes -nmssnsisis-ssisssssssnssan' muss 








400 | Closed) 4,000 20 5 Registered 5 
(approx.) 
500 | Open | 4,800 20 5 Bearer 64 
| 
| 
| 
500 |Closed| 4,000 | 20 5 | Registered | 5 
(approx.) One-third of loading 
charge set aside to 
cover Trustees’ and 
Managers’ ex- 
0 —— e = penses. Managers’ < 
400 lo J 4,000; 20 | 5 | Registered 6 proportion placed 
I | “in escrow”’ and 
| released half- 
| yearly. 
600 | Open | 6,000 20 5 Bearer 7 | 
| | 
! 
800 | Open | 4,000 20 5 Bearer 7 
| 
' 
600 | Open |15,000} 20 | 5 Bearer - 
| | 
(approx.) 








Registered Initial service charge,| Amnual charge, 4% of 
or Bearer | 6$%. value of Trust Fund. 


Not stated | Open vee 50 


on 











Se sSsssSssSnssssnesnessnnnt 


At Open | 5,000 20 5 ces 6 





Trustees’ or Bearer oe 
‘ ‘ deposit of Trustee 
discretion securities with Trus- 
tees 
- Open | 5,000 20 5 do. 6 do 
- Open | 5,000 20 5 do. 6 do. 
e Open | 5,000 20 5 do. 6 do. 
Limited by} Open |... 50 5 Bearer Initial service charge of do. 
es (Registered 54%, plus annual charge 
= if required) of 4% of market value 
«Other of Trust Fund. 
Particu- 
lars.” 
Sener Open sae 50 5 Registered Initial service charge of do. 
pwns ol 54%, plus annual 


charge 3% of market 
value of Trust Fund. 


_ 


1 June, Dec. | (a) Provided total holding 
of any security does not 
exceed 10% of total 
value of unit. 


nate any security. 
1 Mar., Sept. | (c) But not more than 3 
in any one year. 


(d) But not more than 2 
| in any one year. 


1 May, Nov. 


vise as to amortisation. 

| (e) Provided total holding 

of any security does not 
exceed 20% of total. 

| 15 Apr., Oct. fan 


| 1 Feb., Aug. | (f) Restrictions on dispro- 
|} portionate investment. 
| No re-investment after 


8 securities eliminated. 








| 15 June, Dec. | (g) But not more than 5 


in one year and 50 during 
trust period. Restric- 
tions cn disproportion- 
ate investment. 





| 22 Mar., Sept. | Not over 5% in any one 
| company. Not over 24% 
of amount of any one 
issue. 








31 Mar., Sept. | (a) In all four portfolios 
managers may eliminate 
any security and replace 
it from alternative panel 
of 10 securities in each 
case. 

30 June, Dec. 





10 May, Nov. 


10 Aug., Feb. 


31 Jan.,31 July; Not over 5% in any one 
security, not over 5% of 
capital of any one com- 
pany to be held. 


1 June, 1 Dec. | Not over 5% in any one 
company, not more than 
5% of issue of any one 
| security. 





(b) Power to vary or elimi- 


| 1 Oct., Apr. Managers prepared to ad- 





SS 


{ 


“15 MOORGATE” 
Investors General. 


Investors Second General, 


| Investors Gas and Elec- 


tric. 


Investors Gold. 


Provident Investors. 


Security First. 


Hundred Securities, 


Investors Flexible. 





ALLIED INVESTORS 


British Industries First. 


British Industries Second. 


British Industries Third. 


British Industries Fourth. 


Electrical Industries, 


Metals and Minerals. 


rest en" eerie 


[Continued on next page 
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| 
c Securities sates Arrangements for termina. 
eanenees in panel ife o tion, other than norma] 
SS Date formed Trustee ans —_ = a or ee a Trust | provisions for distribution 
en Distributive permitted (years) | of Trust peoperty at end 
list f life 
} i 
KEYSTONE 
cers 1 ...... April, 1933 Midland Bank Exec. | Fixed; gold shares | Distributive 15 | Reinvested 10(a) Distributed 
and Trustee. | 
Gold Producers 2 ...... May, 1934 Midland Bank Exec. | Fixed; gold shares | Distributive | 10 | Reinvested 10(a) Distributed 
and Trustee. | 
Gold Producers 3 ...... January, 1935 aie Exec. | Fixed; gold shares | Distributive 20 Reinvested 10 Distributed 
and Trustee. | 

ee February, 1934 | Midland Bank Exec. | Fixed; gold shares, | Distributive 20 | Reinvested 10 Distributed 

| and Trustee. 20 per cent. in de- 
velopment stage. 

Group Units :— 

Brewery and Distillery March, 1934 a Exec. | Fixed; brewery shares} Distributive 14 Reinvested 10 Distributed 
an rustee. 

TIED \ctitbineneiiornnce March, 1934 Midland Bank Exec. | Fixed; textile shares | Distributive 13 Reinvested 10 Distributed 
and Trustee. 

Iron, Coal and Steel March, 1934 Midland Bank Exec. | Fixed; heavy indus- | Distributive 16 Reinvested 10 Distributed 
and Trustee. try shares. 

DD ivsinesnsnscvutnitantosnit March, 1934 Midland Bank Exec. | Fixed; oil shares ... | Distributive 13 Reinvested 10 Distributed 
and Trustee. | 

Home Rails ............ March, 1934 Midland — Exec. | Fixed; rail stocks ... | Distributive 18 Reinvested 10 Distributed 
and Trustee. | 

Stores and Products... March, 1934 Midland Bank Exec. | Fixed ; industrial | Distributive 17 Reinvested 10 Distributed 
and Trustee. shares. 

Keystone Certificates ... | September, 1935 | Midland Bank Exec. | Fixed profit-sharing; | Distributive 53 Distributed 10 Distribution (1 year to se} 

and Trustee. general industrial, | securities); extension of 
|} mines, iron and | existing Trust or ey. 
| steel, stores, etc. | nag into Investment 
| | rust. 

Keystone 35econd Certifi- | December, 1935 | Midland Bank Exec. | do. | Distributive | 49 Distributed | 120 do. 

cates. and Trustee. | 
Keystone Flexible ...... April, 1936 Midland Bank Exec. | Flexible ; ordinary | Cumulative | 20 in initiai) Investments may be | 15 Distributed 
and Trustee. | and deferred shares | portfolio ; | changed within per- 
| of industrial cos. over 150] mitted list, subject | 
for addi- | to veto of Trustee. 
tion and | 
list may be 
| extended | | 
subject to | 
| approval of | | 
| Trustee. | 

Keystone Consolidated November, 1937 Midland Bank Exec. | Fixed ; industrials, | Distributive 50 Distributed 10 Distribution, allowing one 

} and Trustee. | rails, oils and mines. | year for selling under 
| } | | lying securities. 
| | | 
BRITISH EMPIRE— 
SELECTIVE | | | | 
British Empire “A” ... | November, 1933 | Midland Bank Exec. | Fixed; general indus- | ) - apital [( 25 Distributed 20 | 
| and Trustee. | trial, breweries, | | bonuses 
shipping, utilities, | | up to | 
oil. 10% J | 
| dis. ; 

British Empire ““ B” | February, 1934 Midland Bank Exec. | Fixed; general indus- = r 25 Distributed 20 | 
| and Trustee. trial, breweries, oil, 10% | 
j mines. cur a. | } 

British Empire Cumula- | July, 1935 Lloyds Bank Fixed ; general indus- | Cumulative 25 Distributed or re- 20 | Distribution or conversion 

tive. trial, breweries, | invested in Trustee | into limited Inv, Trust 
| utilities, oil. | securities or securi | Co. by ths agreement, 
| ties already in | and without prejudice to 
| | panel. (a) dissenters. 

British Empire Compre- | October, 1935 Lloyds Bank | Fixed; generalindus- | Cum. With | 150 do. (5) 20 | do. 

hensive. | trial, breweries, uti- | discretion re | 
| | lities, mines, rails, | fractions. | 
} oil, | Newissue | | 
| | j tights sold | 
and dis. 

British Empire First Unit | September, 1936 | Lloyds Bank | Flexible; free to in- | Cumulative | 50 in initial | Investments may be 25 Meeting of certificate 
| vest in large num- | portfolio ; changed within per- holders can terminate 
| j | ber of securities on | over 420 in mitted list. frust, or transform into 

| permitted list; and permitted Limited Inv. Co, 
| trustee securities. list. 

Selective “* A ™ ............ | May, 1935 Royal Exchange Fixed ; indust., trans- | Bonuses dist 26 Distributed or re- 15 | Distributed, or alternative 

| Assurance. | port, stores, mines. | up to 10% | invested in panel or oiter. 
| may be re- | Trustee securities. 
tained or dist. | 
j over 10%. z 
Selective “B" ..........+. May, 1935 Royal Exchange | do. and breweries | do. 26 de. 15 do. 
Assurance. | | 
Trust of British Trans- March, 1936 Royal Exchange | Flexible; air, road, | Cumulative | Over 160 Investment may be 20 Meeting called by one 
port. Assurance. | rail, water, trans- | varied within per- tenth of certificate hold 
| port and mfg. cos., | mitted list. | ers, by managers, o 
| and trustee securi- trustee, can terminate 
| ties. Trust at any time. 
| 
| | } 
esse me A ED 
| | | | 
BRITISH GENERAL | | | 
British General Series June, 1934 General Accident, | Fixed; indust., iron | Cumulative | 23 and alter- | Reinvested in alt.| 20 Distribution 
“a° Fire and Life. | and steel, oil, mines. — oy | panel. | 
of 10. (a) 
British General Series | October, 1935 General Accident, Fixed ; do. Cumulative | 27 and alter-| Reinvested in alt. | 20 Distribution 
-S~ Fire and Life. native panel| panel. 
of 10 and | 
Trustee secs. | a oe s 
First Recovery ...... «« | February, 1936 Martins Bank | Flexible; investment | Cumulative | Securities of | Investment may be 10 Distribution or optioa te 
permitted in any 64 companies} varied within per- | exchange into Invest 
| security of cos. in- (0d) mitted list. | ment Trust Co. shares. 
: | cluded in panel. | : s : 
Capital Securities ......... April, 1936 Martins Bank | Flexible; British in- | Cumulative | Secs. of 160 | do. 5 Trustee or 10% of unit 
dustrials, North and | (Managers cos. and | holders can cal] meeting 
| South American | have power Trustee to consider terminatioa 
| stocks, rubber,Trus- | to distribute) oe. | of Trust. 
tee securities. . ; 
Rubber and Tin ......... June, 1937 Martins Bank Flexible; rubber and | Cumulative | 85 rubber do. | 5 | Sold as opportunity offers 
tin shares. | (Managers 20 tin (a). and distributed. 
have pone | | | 
to | | 
distribute) | | | 
| | 
cecil edie tiumimmpmtmniameemmnemerammiamnnmmmmmmmcnaemmnipmanasmmnsnninmnnaitaae 
BREWERY | l | } 
Brewery Unit Trust...... | June, 1937 Midland Bank Exec. | Flexible; breweries | Cumulative | 85 permitted Reinvested 20 Managers may terminate 
and Trustee. | distilleries and allied | secs. and | | after 17 years, if it ap 
| trades (and trustee | any similar | | pears in interest 
secs.). securities holders. 
approved by | | 
trustee (a) 
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— 
a- 
a No.of | Minimum ; 5 d 
Maxim Open | Sub- | Purchase of | Certificates, Loading or Service fia litical 
: size of or | Units | Sub-units | Bearer or Charge " re o _ a Other Particulars Trust 
Trust | Closed] to Registered (% _— 
(Units) Unit |ritias | Subse 
_ quent 
ae s KEYSTONE 
At discre- | Closed) 1,500 10 5 Registered 10% added to cost Managers have in each Feb., Aug. | Amortisation provision | Gold Producers 1. 
tion of case set aside funds left to holders’ judgment. 
Trustees | Open | 2,000 10 5 Registered do. with Trustees to pro- Feb., Aug. do. Gold Producers 2. 
and vide for Trustees’ fees 
Managers | Open | 4,000 10 5 Registered do. and future management! Feb., Aug. do. | Gold Producers 3. 
expenses. 
a Closed| 2,000 10 5 Registered do. do. Feb., Aug. do. Rand. 
Group units :— 
me Closed} 2,000 10 5 Registered 5% added to cost do. May, Nov Brewery and Distillery. 
” Closed} 2,000 | 10 5 | Registered do. do. May, Nov. Textile. 
fe Closed] 2,000 10 5 Registered do. do. May, Nov. Iron, Coal and Steel. 
= Closed! 2,000 10 5 Registered do. do. May, Nov. Oil. 
‘ Closed} 2,000 | 10 5 | Registered do. do. May, Nov. Home Rails. 
i Closed) 2,000 10 5 Registered do. do. May, Nov. Stores and Products. 
: . Open| 7,500} 20 | 5 Registered 8% added to cost do. Apr., Oct.) |Sub-unit holders parti- Keystone Certificates. 
:- | cipate in profits, after | | 
at payment of manager’s 
expenses. Instalment 
purchase facilities avail- | | 
= Open |10,000| 20 5 | Registered do. do. Jan., July) | able. | Keystone Second Certi- 
ficates. 
3,000,000 | Open 25 5 | Registered | Initial service charge of | Included in service charge} May, Nov. | Not over 7% investment | Keystone Flexible. 
sub-units 74%. in any one a 
ie | ! ' 
re At Open | 6,000 + > 2 Registered | 4% added to cost, and | Reserve fund agreed with | June, Dec. Keystone Consolidated. 
discretion | half-yearly fee of % per | auditors. 
of cent. of value of invest- | 
- trustees. oie: Z | 7 ments. | sa | - 
| | BRITISH EMPIRE— 
| SELECTIVE 
| | 
500 | Closed) 5,000 15 1 | Registered | 5 | | 1 June, Dec. British Empire “ A.” 
| | | 
j | | 
os | | | | | | 
» 500 | Closed 10,000 | 30 1 | Registered | 5 | Provelen made 1 Mar., Sept. | | British Empire “ B.” 
‘ | | | under control | 
500 |Closed | 5,000 20 |} #65 Registered | 7 of Trustees. 11 May, Nov. | (a) But such investment | British Empire Cumula- 
| must not increase one | tive. 
. | security by more than 
25%. 
| 
500 ‘Closed | 8,000 25 | 5 Bearer 7 iJ 15 Mar., June, | (0) No security to be | British Empire Compre- 
| | | Sept., Dec. increased by more than | hensive. 
50% by such investment. 
Power ceases when any 
| 25 securities have heen 
wholly or partially eli- 
¢ minated. 
Q Not stated |Closed| ... 50 | 5 | Registered Initial charge 23% aths of initial service} 1 Apr.,Oct. | Not over 5% investment | British Empire First Unit 
0 charge. %3% p.a. for | in any one company. | 
| | Managers and Trustees. Not over 2}% of issued 
| amount of original stock 
: or share in any company. 
Limited by} Closed} 4,000 20 5 Registered 6 15 May, Nov. one Selective “* A.” 
Trustee One-third of service 
charge set aside and 
placed with Trustee. 
rm (Closed 4,000 | 20 5 Registered 6 15 Feb., Aug. Selective “‘ B.” 
. Not stated |Closed 30 5 | Registered Initial charge, 5% | Annual charge, 4% of |15Mar.,15Sept.| Not over 5% in any one | Trust of British Transport. 
t | capital value of Trust company. Not over 24% 
: Fund. One-fifth of | of shares of any issue, 
initial charge placed | except Trustee Invest- 
with Trustee, ments. 
| . | BRITISH GENERAL 
500 | Open | 4,000 10 5 Registered 6 15 Jan., July | (@) Manager may increase | British General Series “‘A.” 
portfolio with consent of 
75% of sub-unit holders. 
500 | Open | 4,000 10 5 Registered 6 ‘nn 15 Apr., Oct. British General Series ‘ C." 
- ' ety made . (b) Not more than 73% to 
with Trustee be invested in any Co., 
and not more than 73% of 
Not stated |Closed| ... 100 5 Bearer 5% and $ of 1% of mean 15 June, Dec.| capital of one company. | First Recovery. 
market value of Trust. Note.—Series “* B "’ closed. 
Series ‘*C”’ has identical 
panel. ' 
2,000,000 | Open 50 5 Bearer | Initial service charge, 43% | Annual charge, $% on 31 Mar., Not more than 5% in any | Capital Securities. 
value of Trust Fund. 30 Sept. one security, not over 
23% of capital of any 
Co. No shares carrying 
any liability to be held 
Not stated | Open 250 50 Registered | Initial charge 5% plus} Provision made with | 15 May, Nov. | (a) Not more than 5% of | Rubber and Tin. 
or bearer. half-yearly charge of } Trustee. fund in one co.; not 
per cent. on value of more than 80% in 
‘und. rubber or 40% in tin, 
cash and trustee securi- 
ties excepted. 
lieremsecenes sect cecseneeate memset nnn heating 
| \ Z BREWERY 
None fixed | Open | ... 20 5 | Registered | 5% calculated on price; | Gilt-edged securities de- | 15 Jan., July | (2) Not less than 50% of | Brewery Unit Trust. 
half-yearly charge of x | posited with trustees. fund in brewery shares ; 
per cent. of mean not more than 5% _of 
value of fund at x.d, fund in any one security 
date, 


Eee) 


Continued on next page. 
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6 Securities . Arrangements for terming 
umulative fe of tion, other than normaj 
Ne ant Pre Date formed Trustee ans > wee or eens of Trust | provisions for distributig 
s - Distributive (years) | of Trust property at eng 
| of life 
—_—————————— ——. 
PROVED SECURITIES 
Bank, Insurance and July, 1936 Martins Bank Flexible; banks, in- | Cumulative |123 permitted| Investment may be | 15-20 | Life of Trust variable, 
Financial Shares. surance, investmt. securities. varied within per- 
trusts. mitted list, 
British Bank Shares January, 1938 Williams Deacon’s | Flexible; home and| Cumulative | 14 home do. 15-20 do. 
Bank. overseas banks and banks, 23 
discount cos.” shares. overseas, 3 
discount.(a) 
British Insurance Shares | January, 1938 Midland Bank Exec. | Flexible; insurance | Cumulative | 40 insurance do. 15-20 do, 
and Trustee. shares. co.’s and 
trustee secs. 
(a) 
Eien iii ia Nie A a eae aceasta 
PROVINCIAL 
First Provincia! “A” March, 1934 Midland Bank Exec. | Fixed; Indust. Pre- | Distributive 25 Distributive (a) 20 Realisation and distriby. 
and Trustee. ference only. tion within three month, 
First Provincial ‘‘ B”’ November, 1934 | Midland Bank Exec. | Fixed; Govt. secs., | Distributive 31 _ 20 
and Trustee. utilities, transport, 
mines, genl. indust. 
First Provincial “‘ Re- | January, 1936 | Midland Bank Exec. | Fixed; genl. indust., | Cumulative 50 Distribution or re- 20(c) | Distributed, or conting 
serves.” and Trustee. iron and steel, oil, i invested in panel.(d) Trust, or Inv. Trust Ca 
mines, utilities. practicable. 
PROTECTED 
First Protected ......... November, 1935 | Midland Bank Exec, | Fixed; building, iron Fully 29 Either applied to 20 Distributed 
and Trustee. and steel, transport, | Cumulative sinking fund, re- 
oil, rails, mines, in- invested in panel or 
dustrials. distributed. 
Second Protected ...... February, 1936 | Midland Bank Exec. do. 100% 29 Reinvested in panel, 20 Distributed 
and Trustee. Cumulative capital red, policies 
or Trustee secs, 
Third Protected ......... June, 1936 Midland Bank Exec. | Fixed ; _industrial, | Cumulative 50 Underlying secs. may 15 Distributed or 
and Trustee. mines, oil, building, be changed by alternative offen 
foodstuffs, foreign managers, subject 
bonds, to veto of Trustee, 


within range of 14 
further cos. 





The Year’s Trust Formations 


OF the making of unit trusts there is, as yet, no end. Since 
April last year, seven new unit trusts have been created, 
raising the total number in existence to 79, of which 52 
are fixed and 27 flexible. Of the total, some 26 are closed 
and 53 are open. Investors Gold Share Trust, which was 
closed on February 10, 1937, was reopened as from 
March 7th last, with certain changes in its portfolio and 
method of operation. 

Perhaps the development of greatest interest during the 
past year has been the introduction, by Trust of Insurance 
Shares, Limited, of a geared unit trust. The Cornhill 
Trust of Bank and Imsurance shares and British 
Government stocks was created in October last year. It 
represents, at many points, a radical departure from 
familiar unit trust conceptions, and its method of operation 
requires more extended description than is possible in our 
directory on pages 12 and 13. The trust fund is not limited 
in total size, and consists of authorised British bank 
and insurance shares which the managers may select (to- 
gether with gilt-edged), so constituted that the value of 
the investments exceeds two and a half times the nominal 
amount of any reserve and uncalled liabilities. The fund 
must include a proportion of gilt-edged securities, defined 
under the deed, which varies according to the total size 
which it has attained. This is the broad constitution of 
the fund itself. 

The managers have power, secondly, to create £1 deben- 
ture units up to a nominal amount equal to 60 per cent. of 
the mean market value of the fund, which rank as a first 
charge for principal and interest, at 4 per cent. per annum, 
and for repayment at £105 per cent. on October 5, 1952. 
Such units may not be sold, in the first place, below £1, 
although they may be sold at a premium, which becomes 
payable to the trustees and is applied either to cash pro- 
duce or to the capital of the fund as the managers may 
determine. For each debenture unit sold the managers 
are entitled to 6d. to cover costs of issue, including 
brokerage. The equity of the fund is represented by 
deferred units, which may be created up to the “net 
value ” of the fund. Net value is determined by deducting 


the nominal value of debenture units and accrued interest 
from the aggregate value of the investments and cash held 
by the trustees, and adding a service charge of 5/95ths of 
this sum together with such further sum as may be neces- 
sary to make a price for the deferred units which is a 
multiple of 3d. 

The debenture units are guaranteed as to interest and 
capital (with premium on redemption) by Equity and Law 
Life Assurance Society. It will be apparent that their price 
is governed, not by an equity in the trust fund, but solely 
by market conditions and prevailing rates of interest on 
securities of similar character. At the original price of 
issue (20s. 6d.) the debenture units yield £4 Os. 4d. per 
cent. to redemption. The value of the deferred units, on 
the other hand, is determined by the residual equity of the 
trust fund, after deducting prior charge claims. In the case 
of the debenture units, the managers assume the function of 
jobbers, making sales of new units to the public, and 
marrying resales against further purchases when the units 
have been issued. It is reasonable to suppose that the 
average holder of this new type of security would be dis- 
tinctly different from the holder of the usual trust units, 
and that the list includes a greater proportion of substantial 
long-term holders. It is important to realise, moreover, 
that the units may not, except under strictly defined condi- 
tions, be presented for repayment out of the trust fund. It 
is true that a holder of 10,000 deferred units may pre- 
sent them for repayment, but these units must be accom- 
panied by the corresponding amount of debenture units 
determined by the proportionate relationship between the 
two issues. 

The value of the debenture units, in short, is determined 
in a market maintained by the managers. Adjustments of 
their price are determined by movements in prevailing 
interest rates, by the matching of buying and selling 
orders received by the managers, and by the extent to which 
the latter are prepared, if the need arises, to run a book 
in the units. The standing of the management group and 
its associates suggests that marketability would be readily 
preserved under normal conditions. It might be conceivable 
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on ee ws 2 ¢ 
Maxim urchase of | Certificates, Loading or Service or : 
size of Sub-units Bearer or Charge “ Management ro! Distribution Other Particulars Trust 
Trust e Escrow” Provision Dates 
(Units) —_—_.---- Registered (%) 
Initial Subse- 
quent 
| 
|\PROVED SECURITIES 
2,000,000 | Open ae 50 5 | Registered Initial charge 73%. Deposited with trustees |15 Feb., Aug.) Not over 5% of Fund | Bank Insurance and 
or Bearer No annual charge. who approve amount in any one company. Not Financial Shares. 
set aside. over 5% of amount of 
any one issue. 
5,000,000 | Open on 50 5 Registered | 74% calculated on price do. 15 Jan., July| (a) Also trustee secs. Lia-| British Bank Shares. 
of unit. No annual charge. bility for calls met by 
insurance or from trust 
fund. Not over 74% of 
Fund in one Co., or over 
5% of any issue. 
5,000,000 | Open on 50 5 Registered | 74% calculated on price do. 15 Apr., Oct. | (a) With power of addi- | British Insurance Shares. 
of unit. No annual charge. tion; 10% of Fund at 
least in Trustee secs. 
Not over 74% of Fund 
in one Co., or over 5% 
| of any issue. 
PROVINCIAL 
Not stated | Open | 5,000 | 25 1 Registered 5 Proportion of service | 20 Feb., Aug. | (@) If Managers think fit | First Provincial ‘* A.” 
charge vested in 
. Trustees. 
Notstated| Open | 5,000} 25 1 Registered 5 16 Dec., June First Provincial “‘ B.” 
Not stated | Open | 8,000 25 1 Registered 7 do, 15 Mar., Sept. | (0) Total holding of any | First Provincial “ Re- 
one security not to ex- serves,” 
ceed 24% of the total 
issued. 
(c) Prior termination if 
number of sub-units falls 
below 100,000. 
PROTECTED 
Net stated | Open | 6,000 | 20 5 Registered 7k 26% of service charge | 31 Mar., Sept. | Price includes 2s. capital | First Protected. 
deposited with Trustee. redemption premium 
producing 3s, per sub- 
unit at end of period. 
Bonus shares added to 
s Sioking Fund or panel. 
Not stated | Open | 6,000 20 5 Registered 7k do. 30 June, Similar to First Protected | Second Protected. 
31 Dec. without capital redemp- 
tion policy. 
800 | Open | 4,000] 20 5 | Registered 7 Included in _— service |31May, 30Nov.} Not over 5% in any single | Third Protected, 


charge. 


investment, not over 
24% of total of any one 
security. 








that, if interest rates were to rise very appreciably, the 
market value of the debenture might fall below £1, but the 
prospect of redemption at 5 per ‘cent. premium in 14 
years would limit the decline. It may be noted, moreover, 
that the managers are debarred from creating new units at 
a price below 20s. and that the offered price has for some 
tume exceeded the issue price by 1s. 6d. 

The essential problem in a geared trust, however, is to 
find subscribers for equity units. Clearly, a second charge 
on a trust composed of bank and insurance shares and gilt- 
edged, ranking after a 4 per cent. debenture (which may be 
issued to the extent of 60 per cent. of the fund), cannot 
be expected to provide an attractive initial return to the 
ordinary investor. Again, the effect of gearing necessarily 
tends to magnify, to some appreciable extent, the fluctua- 
tions in the underlying securities. Thus the deferred units 
of Cornhill Trust must be treated as a special category. 
They have, in the first place, been privately subscribed. 
Secondly, their initial yield is computed at no more than 
2} per cent. gross. 

The deferred units, in short, are likely to appeal mainly 
to the investor who is satisfied with a low initial yield, 
linked with prospects of long-term capital appreciation 
and growing income. On a computation which the 
managers regard as conservative, a potential apprecia- 
tion of no less than 150 per cent. has been suggested 
on the deferred units by 1952. It is clear, further, 
that this type of trust could only be adopted over a limited 
part of the entire investment field. If it were applied, say, 
to a portfolio of shares in industries where profits and share 
values vary widely between different phases of the trade 
cycle, the equity units would necessarily be an extremely 
volatile security. Indeed, it might be found that, in an 
extreme depression, the capital value of equity units in 
such a hypothetical trust might be uncovered. Such major 
fluctuations, however, seem unlikely to affect the Cornhill 
Trust, judging from the known behaviour of insurance and 
bank shares during the past fifteen years. But while the 
Cornhill Trust represents a highly interesting development, 
it seems unlikely that the geared unit trust will be applied 
Over more than a limited investment field, in which the 
Prospects of secular progress are most clearly apparent. 

The remaining trust formations during the past year 
may best be considered in chronological order. In June last 


year two flexible trusts were formed—the Trust of Rubber 
and Tin Shares and Brewery Unit Trust. The former is a 
specialised commodity trust, whose appeal to the more 
speculative type of investor may be inferred from the choice 
of an initial price for the units of approximately 2s. and 
a life of only five years. Brewery Unit Trust is of a more 
conventional character. While it is concerned mainly with 
brewery shares—the trust deed requires 50 per cent. at 
least of the fund to be invested in such securities from the 
permitted list—a number of companies in ancillary and 
catering trades are also available for investment. In 
November last year, when the conversion controversy was 
at its height, the Keystone group introduced Keystone 
Consolidated Certificates. This trust is of the uncompro- 
misingly fixed character, with the sole exception that the 
managers can realise any security which they may certify 
as falling under specific disabilities, but re-investment of 
the proceeds is not allowed under the trust deed. 

During the year the Selective and British Transport 
Trusts were taken into the British Empire-Selective group. 
Proved Securities, Limited, the managers of the Trust of 
Bank, Insurance and Financial Shares (with which the 
former trusts had been associated) subsequently intro- 
duced, in January this year, the British Bank Shares Trust 
and the British Insurance Shares Trust. These trusts are 
flexible, and have a twenty-year life, with power reserved 
to the managers to terminate the trusts after fifteen years. 
It will be seen from our directory table that after payment 
of the initial loading charge of 74 per cent. no annual 
charges are payable by the unit holder. The British Insur- 
ance Shares Trust deed contains a provision (similar to 
that in Metals and Minerals Trust deed) under which 
the managers may set aside to a reserve fund up to one-half 
of any excess of gross income over 2 per cent. on the fund 
in any half-year. If such reserve provisions are made, they 
become part of the deposited property of the trust. No unit 
holder would be entitled to any particular part of the 
reserve fund, which would be applied to the benefit of the 
unit holders as a body, at the discretion of the managers. 


The latest formation, Domestic Priority Income Trust, 
was introduced at the beginning of this month. This is one 
of four trusts—the others being National “ C,” Gilt-edged, 
and First Provincial “ A ”’—which is limited to preference 
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"NIVERSAL 
FIXED TRUST CERTIFIGATES 


offer to Investors the opportunity to spread 
sums, small or large, over a selected list of 


73 SECURITIES 


DISTRIBUTION OF THE INVESTMENT : 


Government Funds Tobacco, Breweries, Etc. 
Insurance Stores and Catering 

Iron, Coal, Steel Commodities 

Light, Power and Electrical | Property, Building and 













Equipment Allied Trades 

Transport and Communi- | Newspapers and Paper 
cation Manufacturers 

Oil Textiles 

Mining and Finance Gold Mines 





Miscellaneous 






At 18/6 per sub-unit (the price current on 
23rd May, 1938), and based upon income distri- 
butions declared for the twelve months ended 
Ist March, 1938, the yield was as follows :— 


From dividends.................. £5 ° | 5 ° 5 % gross 


and 


oe ee £0 . | 7 . 5 % net 


Certificates are issued by the Trustees 


NATIONAL PROVINCIAL BANK LTD. 


who hold the underlying securities on 
behalf of Investors, collect all dividends, 
etc., and distribute the proceeds by 
warrant to Certificate Holders (without 
any deduction for expenses) on Ist 
April and ist October in each year. 


















Over £22,000,000 


has been invested in the Unit Trusts 








of Commercial Fixed Trust Ltd., and 





its Associated Companies. 










Free booklet “ Universal,’’ which forms the basis of all 
transactions, may be obtained from your Stockbroker, 
or any branch of the National Provincial Bank Ltd., 
or direct from the Managers, 


COMMERCIAL FIXED TRUST 
LIMITED 


Member of the Unit Trusts Association 


125 PALL MALL, LONDON, S.W.1 


Telegrams : 
Comfix, Piccy, London 









Telephone : 
Whitehall 4657 
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CENTURY 
FIXED TRUST CERTIFICATES 


offer to Investors the opportunity to spread 
sums, small or large, over a selected list of 


100 SECURITIES 


DISTRIBUTION OF THE INVESTMENT : 


Oil Gold Mines 
Insurance Commodities 
Gas and Electricity Miscellaneous 


Iron, Coal and Steel Scores and Cacert 
Tobacco and Breweries ow oe ne 
Mining and Finance 


Transport and Communi- 

cation Textiles and Artificial Silks 

Property Building and | Newspapers and Paper 
Allied Trades | Manufacturers 


Cinemas and Cinematograph 





At 17/43 per sub-unit (the price current on 
23rd May, 1938), and based upon income distri- 
butions declared for the twelve months ended 
I5th March, 1938, the yield was as follows :— 


Foon Cividends .......ccccccscees £5 ‘ | 3 . 3 % gross 


and 
From sale of bonuses 


SI Ci cccssnsiscccesess £0. | 9. | | % net 


Certificates are issued by the Trustees 


MIDLAND BANK EXECUTOR & 
TRUSTEE CO., LTD. 


who hold the underlying securities on 
behalf of Investors, collect all dividends, 
etc., and distribute the proceeds by 
warrant to Certificate Holders (without 
any deduction for expenses) on Ist May 
and Ist November in each year. 





r one = _ — — 


| Over £22,000,000 
| has been invested in the Unit Trusts 
| of National Fixed Investment Trust 


| Ltd., and its Associated Companies. 


Free booklet “‘ Century,’ which forms the basis of all 
transactions, may be obtained from your Stockbroker, 
or any branch of the Midland Bank Ltd., or direct 
from the Managers, 


NATIONAL FIXED INVESTMENT 
TRUST LTD. 


Member of the Unit Trusts Association 


125 PALL MALL, LONDON, S.W.1 


Telephone: 
Whitehall 4884 (3 lines) 


Telegrams : 
Natfit, Piccy, London 


May 28, 1938 
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shares and fixed interest securities. But unlike these earlier 
formations, it is of flexible type, the initial portfolio con- 
sisting of 88 issues, while the permitted list includes as 
many as 263 further companies. The general conditions of 
operation are broadly similar to those of the other trusts 
in the F.T.M. group. 

Finally, reference should be made to the reopening of 
the Investors’ Gold Share Trust, referred to above. 
Announcing this event on March 7th last, the managers 
disclosed that no additional holdings of Government Areas 


and Wiluna were to be made (these shares having been 
included in the original panel), but that in their stead 
Nourse and Gold Coast Selection would be purchased. The 
proportions of the trust fund represented by the other 
twelve securities will remain constant; but as new units 
are formed, or the size of the trust changes, the proportions 
of the two former shares (which have not been eliminated, 
but will merely not be increased) and the two new securi- 
ties will vary. These percentages will be notified half-yearly 
to sub-unit holders. 


Unit Trusts’ Price Performance 


In our last supplement we provided a series of index 
numbers comparing unit trust prices with those of repre- 
sentative investment indices. On the present occasion we 
have decided to extend these index numbers to cover a 
group of twenty-four closed fixed trusts, a similar number 
of open fixed trusts and a group of eleven flexible trusts. 
There are certain difficulties and limitations attaching to 





CLOSED FIxED TRUSTS’ PRICE INDEX 
(December 1935 = 100) 


{f Closed Fixed Trusts 
“FN.” Index 


Actuaries’ Index 








OPEN FrIxep TRUSTS’ PRICE INDEX 
(December 1935 = 100) 


Open Fixed Trusts 
“FN.” Index 


1936 1937 ‘38 





any conglomerate unit trust indices. In the first place, many 
unit trusts are of a specialised character, and should, in 
strictness, be compared only with a similarly specialised 
investment index. Secondly, the variable composition of 
flexible unit trust portfolios imports a difference between 
Price movements of the units and the movements of the 
typical investment index. Thirdly, the method of calcu- 





lating prices involves the sharp separation of closed from 
open fixed trusts, since the former have, by definition, 
been reduced to liquidating value, having shed in the 
process a service charge and a price “turn” which may 
amount, on a typical unit, to as much as 2s. 6d. 

For the closed trusts, therefore, we have made a careful 
adjustment, on the available data, to put all the prices 
employed on a “closed” basis since the beginning of 
1934. In the absence of this adjustment, an artificial fall 
of the order of 2s. 6d. per unit would be involved between 
open and closed prices. Few trusts, of course, have been 
closed throughout the period of our index. The number of 
closed flexible trusts is small and they have not been 
included among the eleven flexible trusts, for which con- 
sistent prices are available since June, 1936, and are 
represented in the index overleaf. 

We have based the two fixed trust indices on end- 
December, 1935 = 100, and have re-worked The Financial 
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End Month News 
Trusts Trusts herve Index 

1934— | 

March .........0.. 88-7 87-6 78-3 | 89-4 

PE iteades < -eecadne | 89-9 87-6 78-7 87:6 

September ......... 93-4 90:2 | 82-0 89-9 

December ......... 94:3 93-4 87-9 91°5 
1935— 

Piss accsevensns 94-1 | 92:0 | 81°8 87-0 

Nhe st cawatinescis 100-1 99-7 93°5 95-9 

September ......... 95°7 94-6 92:2 91-8 

December ......... | 100 100 100 100 
1936— 

rere 101-8 101-3 104-1 102-5 

| 104-4 101-4 104-7 102-8 

September ......... 107-9 102-9 111-2 109-2 

December ......... 113-0 105-7 116-6 112°4 
1937— 

TEE” jcsusccaweaes 109-0 100-7 110-1 107-0 

de idisvacesaced 102-7 96-8 102:8 102-2 

September ......... 101-3 94-0 99-6 99-8 

December ......... 96-0 90-4 89-8 91-3 
1938— 

Ne ac ccnadesac 86:1 82-8 78-9 80-7 

| 88-8 83-3 78°7 82°3 





News ordinary share index and the Actuaries’ Investment 
Index of 151 ordinary shares on the same basis for com- 
parative purposes. The former is a sensitive market 
indicator and the latter a more stable investment measure. 
For the reasons we have discussed, this double comparison 
seems desirable, though it is possible in theory to raise 
certain objections, as we have indicated. The last trading 
day of June, 1936, has been selected as the base date for 
index number of flexible trust prices, owing to the nature 
of the sample, and The Financial News and Actuaries’ 
Indices have been recalculated on this basis. 

In the accompanying tables and charts we present the 
results of our calculations. The first table and charts com- 
pare the price performance of closed and open fixed trusts 
(end-December, 1935 = 100) with the movements of The 
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Financial News and Actuaries’ Indices. The closed trusts 
rose less rapidly than The Financial News index between 
March, 1934, and December, 1936, but have fallen less 
steeply since. The correlation with the Actuaries’ Index 
is closer during the recovery phase, but the trusts have 
fallen less severely during the past seventeen months. 
Comparison of the closed trust index with the per- 
formance of the open fixed trusts (set out in the first table 
and second chart) is instructive. The closed trusts are 








FLEXIBLE TRUSTS’ PRICE INDEX 
(June 1936= 100) 


Flexible Trusts ——— 
“FN.” Index 


Actuaries’ Index 





mainly those formed in the earlier stages of the move- 
ment, and it is probable, as a broad generalisation, that 
they included a greater proportion of sensitive market 
leaders. These facts may together provide the explanation 
why the index of open fixed trust prices is consistently 
lower throughout than the close trust index. It is evident, 
however, that both closed and open fixed trust prices 
have not fallen to the same proportionate extent since the 
end of 1936 as The Financial News and Actuaries’ 


Unit Trust 


N the very week in which our last Unit Trust Supple- 
ment appeared (April 17, 1937) the first offer was 
submitted to sub-unit holders in a fixed trust to exchange 
their holdings for shares in a new managed investment 
trust company. During the past year, six offers have been 
made, including one subsequently withdrawn. The circum- 
stances have stirred up no little controversy, and the 
results of the offers are highly significant. 

In April last year, the managers of British Empire Fixed 
Trust, Series “A” invited holders to express a view 
whether they would be willing to consider a scheme for 
exchanging their sub-units for the shares of a managed 
investment trust company. It was pointed out that the new 
company would have an experienced personnel; that no 
additional holdings could now be obtained in the sub- 
units, since the fixed trust had been closed; and that 
permission to deal on the Stock Exchange would be sought 
for the shares of the new company. The details of the 
subsequent offer were discussed in The Economist of 
June 5, 1937, on page 576. This revulsion from fixity, 
for a trust which had beep in existence 34 years, out of a 
maximum life of 20 years, attracted comment. From the 
first, The Economist drew attention to the fact that if flexi- 
bility alone had been desired, an offer of exchange of the 
sub-units into the units of a flexible trust would have 
achieved the result. The scheme showed that the manage- 
ment company would make available to the new invest- 
ment trust the due proportion of unexpired loading charges 
not in cash, but in future services. In addition, the fixed 
trust management company also undertook to carry out 
“ all purchases and sales of securities ” for the new invest- 
ment trust company, acting under the instructions of the 
directors, on the basis of return commissions. The new 
company was thereupon launched with all expenses paid, 
with the exception of capital duty of 4 per cent. 
Similar offers followed in respect of the three other 
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Indices. The flexible unit trust index is based on end-J 
1936, prices, when security values had already staged a 
conspicuous advance, but their record appears to have been 
relatively more successful than that of the open (and 
newer) fixed trusts. Here again the flexible trusts, as g 
group, appear to have beaten the investment indices, but 
the claims of the managers, so far as they were concerned 
with capital values, may be somewhat dulled by the fact 
that the progress of the flexible funds is not more signifi- 
cant than that of the fixed trusts. 








FLEXIBLE Trust INDEX NUMBERS 
(June 1936 = 100) 











| 11 Flexible | Financial | Actuaries’ 
End Month Trusts News Index Index 
1936— | | 
BR Gd caer ees 98-5 99-4 99-8 
a it aid a eats 100 100 100 
September — ......00000. 103-3 105-3 106-2 
December ............... 107-5 111-4 109-3 
| 
1937— 
I, anaseuumantesans | 104-8 105-2 104°1 
TD Se Svea ctctigeetiaas sen | 102-2 98-3 99-5 
September — ........00006 97-8 95-2 97-2 
BOONE o0scocicceccss 91-4 85-9 88-9 
1938— 
a a 83-2 75°4 78-5 
ON BD: scnsvscsesivace 85-7 75-2 80-1 








Judged by these index numbers, it would appear that 
the unit trusts can claim that, so far, they have provided 
a stouter resistance to the setback in security prices than 
the leading equity share indices. Such resistance, of course, 
is not the raison d’étre of the movement, though it is a 
factor which should in fairness be placed to its credit. 
Making all allowance for the defects in the indices, and for 
the limitations of the comparisons, there is yet a consis- 
tency in the general results which appears, at this stage of 
the market recession, to have some significance. 


Conversions 


fixed trusts in the British Empire group, for the two 
Selective fixed trusts (whose management company had 
been acquired towards the end of 1937 by the British 
Empire group) and for the National Fixed Trust Unit “A.” 
They were framed broadly in the same terms and their 
fate is set out in the following table: — 


CONVERSION OFFERS, 1937-38 
| 


| | 
} Max. | actual | Prop’n 
os Fixed Trust Managed Trust Co. — | shares | oa 
| allotted | ; 
allotted ances 


1937 | No. | No | % 
May 31 Brit. Empire “‘ A”’ | Ist Con. Inv. Tst. 1,795,000} 1,030,007 57 
July 7) Brit. Empire“ B” | 2nd Con. 1.T. ... | 1,200,000 680,020 57 


July 7) B. Emp. Cum. } 3rd Con. 1.T.  ... | 450,000) 250,012 56 
Sep. 15 B. Emp. Compre- | 4th Con. 1.T. ... | 1,912,000| 1,080,008 56 
hensive. | 
Oct. 13} National ‘“‘A” =| Ist Re-invest. Tst. | 1,312,000} 245,007) 19 
1938 | 
Jan. 7 Select. “ A” & | 5th Con. LT. ... |*2,700,000) Offer 
_” withdrawn 
* Joint offer on basis of three 5s. ordinary for each sub-unit. Other offers one 


share per sub-unit. 


For a time the response to these conversion offers was 
fairly favourable. A regular proportion of well over half 
the sub-units in the British Empire group was offered for 
conversion. But after these operations the significance of 
the development became clearer. A poor response might 
involve a small investment trust, whose capital might not 
be readily marketable, and the price of whose shares would 
not necessarily be governed by break-up values. The forma- 
tion of ad hoc secretariat companies showed that the exist- 
ing managers of the fixed trusts would obtain a new 
interest of a type which would not have been available to 
them during the lifetime of the fixed trust, and in some 
quarters it was suggested that this might tend to limit the 
fullest exercise of investment opportunities by the board. 
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The fears of a flood of fixed trust liquidation under 
adverse market conditions, on which the conversion appeal 
was partly based, had proved largely exaggerated. And, 
finally, the realisation spread that if only flexibility was 
required it could be achieved, in principle, no less simply 
by offering flexible units in conversion for fixed trust sub- 
units. These points, which we had voiced in our 
original criticism of the first conversion offers, centred 
with full force on the National “ A ” offer. Out of a poten- 
tial issued capital of £1,312,000 (on the basis of 100 per 
cent. acceptance by sub-unit holders) the First Re-invest- 
ment Trust was eventually formed with an issued capital 
of £245,007, indicating less than one-fifth assent. In 
January it was announced that the offers to Selective “ A” 
and “ B” certificate holders had been withdrawn. 

It is unlikely, therefore, that the conversion movement 
will attempt a “ come-back” in the near future. In the 
first place, the investor had discovered specific advantages 
in the unit method. Provided that marketability—and, in 
the last resort, realisability——-is maintained, he can obtain 
the break-up value of the underlying securities. That is a 
positive advantage for the small investor. Secondly, he still 
tends to distrust flexibility, as a principle, though perhaps 
to a smaller degree than formerly. Some of the leading 
flexible trusts, of course, are well established in his esti- 
mation, but he is by no means tempted to exchange a fixed 
trust unit of reasonable merit for the unknown qualities 
and market performance of a share in an investment trust. 
Whether this instinct is right or not, the fact is in itself 
sufficient to check any further progress towards conversion. 
And the experience of the past year suggests that sub-unit 
holders who did not elect to make the offered exchange 
have, on the whole, fared relatively better, so far as capital 
values are concerned, than those who did. In the table at 
top of next column we compare the prices of the shares in 
the new investment trusts at the opening of dealings wiih 
the relative fixed trusts from which they sprang. 

In short, to reverse the entire principle and method of 
unit operation by the formation of a series of managed 
investment trusts, particularly if their size happens to be 
smaller than the optimum, makes the worst of both worlds. 
It concedes a fundamental misgiving regarding the fixed 
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CONVERSION TRUST PRICES COMPARED 


| Corresponding 











Percentage 
sub-units | fall in 
| Share (Opening | P ioe _— ————— , 
denom.| price | 24th. | Price at | os } out 
| F : rice | ub- 
| | —* May | Shares units 
24th. 
Ist Conversion! £1 |22/6~  |12/- _|23/-xd_—| 18/7: 43 =| 19 
23/6, 14/-| i | 
2ndConversion 9/- /10/6— 7/6-  — |10/4l9 9/3, 19 1l 
| 11/- 10/-| id) 
3rd Conversion 15/- |18/- ns 17/712 | 14/73:| Bi 
[3} id| | 
4th Conversion, 17/6 |17/6-  |12/- _|18/412_—«||~=—«15/3| 27 17 
| 18/-4 fa id) 
Ist Re-invest. | £1 |29/-  |25/- |31/- bid| 28/51 10 7 
| 29/9) = 27/6) 








trust itself; but it fails to retain the specific advantage of 
the unit method. It would be interesting, in short, to have 
Ps result of an offer to vary a fixed trust into flexible 
orm. 

The first report of First Conversion Investment Trust 
for the period May 27, 1937, to April 25, 1938, has 
become available during the past few days. The trust took 
over securities valued at 24s. 44d. per £1 unit of stock, 
the surplus being set aside to reserve. The latter has been 
charged with losses, less profits, on sales of securities (the 
bulk of which formed part of the underlying securities of 
the fixed trust concerned), which together with capital 
duty of £7,500 involve a net debit to reserve of £87,485, 
leaving a balance of £68,873 at the date of the balance 
sheet. 

On the basis of middle market values, however, the 
portfolio showed a depreciation of 15.63 per cent. com- 
pared with book values of £1,057,951. If suitable allow- 
ance is made for capital duty, the break-up value of the 
assets represented respectively by the pre-existing units of 
the fixed trust and the present ordinary stock of the 
investment trust has declined from 22s. 3d. to approxi- 
mately 17s.—a fall of about 234 per cent. over the period, 
compared with a fall of 19 per cent. in the bid prices 
quoted for the British Empire “ A ” units. 


Yield Calculations 


FRoM the earliest days of the unit trust movement, the 
problem of proper yield calculations has attracted contro- 
versy. It is natural that the average investor should re- 
spond to an attractive rate of return on his money, and 
it is no less natural that unit trust managers should be 
aware of the fact. But their policy has by no means been 
determined by yield considerations alone. Some managers, 
when the yields on first-class equities were in the region of 
4 per cent. twelve months or more ago, frankly disavowed 
any intention of seeking a higher return at the expense of 
investment quality. Others have advertised returns which 
demonstrably could not be obtained without a fairly 
liberal admixture of shares of lesser standing. And during 
the past year, the question of “ true ” yield has occasioned 
lively debate in connection with the operations of certain 
types of flexible trust. 

In essence, the problem of “ true” yield has always in- 
volved the distinction between revenue, properly so-called, 
and income of a capital, or quasi-capital, nature. This 
distinction, for instance, was present in the mind of the 
Anderson Committee, which recommended (App. II, J) 
that the treatment of bonus shares, rights, and other non- 
recurring benefits should be disclosed in unit trust adver- 
usements. The majority of groups have voluntarily adopted 
this recommendation by setting out the amount of these 
more obvious types of capital distribution in each coupon 
as it is paid. For the 100 per cent. cumulative trust, of 
course, the problem does not arise in the same form. 

The assistance to be obtained from the inclusion of 
quasi-capital income in “ sweetening” true revenue was, 
of course, recognised by certain fixed trusts when they 
included a limited number of mining shares, with a rela- 
tively short prospect of life, in their panels of investments. 


In strict theory, part of the return from such shares 
should be set aside to provide a fund for eventual amorti- 
sation of a wasting asset, and this principle has been 
broadly recognised in certain trust deeds and in the con- 
stitution of the Unit Trusts Association. Again, it may 
sometimes happen that, through a change in dividend 
dates, a unit trust fund may receive two dividends from 
the same share during one distribution period, and to this 
extent it will then show a temporarily inflated actual re- 
turn, compared with the “true” yield on the fund. 

These points are matters of general knowledge to those 
acquainted with the working of unit trusts, whether fixed 
or flexible. The development of the flexible trust, how- 
ever, has raised rather more subtle manifestations of the 
same problem. Flexibility implies management discretion 
within the limits of the trust deed. And during a period 
like the past year, when security values have been falling, 
and yields rising, the major attraction which the unit trust 
manager could adopt as a selling pointer was that of 
yield. It is important, however, that the nature of “ true ” 
yield and its distinction from actual distributions made by 
a given unit trust should be clearly realised. When the two 
are identical—or virtually identical, for even with the most 
scrupulous care, small divergences may sometimes arise— 
the unit holder obtains a return which accurately reflects 
the earning capacity of the underlying securities of the 
fund. But when the apparent yield on the cash price of the 
units, based on actual coupon distributions, is higher than 
the return from the underlying securities, there is clearly a 
case for investigation. 

We may distinguish, at the outset, between a flexible 
fund in its early stages and a mature fund. When a flexible 
fund is growing fairly rapidly the increment of underlying 
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securities in a given period will represent a relatively high 
proportion of the total fund, and will thus influence the 
earnings of the fund in marked degree. The manager’s 
choice of underlying securities will be subject to the 
limitations of the trust deed, as always, but within these 
limitations he may, if he chooses, so arrange his buying 
programme that each increment of underlying securi- 
ties, as new units are created, includes a generous propor- 
tion of shares whose dividend dates are fairly near at hand. 
In a broad fashion, the market will have adjusted such 
securities to take account of approaching dividends in 
their prices; in principle, therefore, the latter will consist 
partly of the real capital payment for the shares, and 
partly of a sum representing the accumulated revenue 
which the share is about to shed in dividend. 

A sequence of operations of this sort, when a trust is in 
its earlier stages of growth, would thus provide an oppor- 
tunity for inflating the “true” earnings for the period by 
the distribution, in effect, of part of the real capital of the 
fund in the guise of “income.” As the fund reached 
maturity, and newly-created units came to represent a 
smaller proportion of the existing fund, the scope for intro- 
ducing this sort of distortion in the earnings position of the 
fund would, of course, be greatly reduced. The effective 
return would then be determined largely by the existing 
securities, and the amount of extra “ cash produce ” which 
might arise from relatively small purchases of new securi- 
ties which were fairly full of dividend would usually be 
small. But for a growing trust it is conceivable that a 
marked difference might be obtained between the rate of 
return represented by the cash produce received on the 
underlying securities during the initial distribution periods, 
and the “notional” rate of yield which the underlying 
securities would provide when the fund was on a stable 
basis. 

Where an appreciable divergence can be shown between 
the computed yield on the trust fund and the yield on the 
units calculated with reference to actual distributions, a 
presumption therefore arises that the managers, either by 
accident or design, have distributed more than the strict 
earnings of the fund during the latest distribution period 
or periods. A comparison of the two yields, of course, is a 
detailed task, but it is not fundamentally difficult. Most 
managers, in their booklets or advertisements, provide yield 
calculations according to various prices for their units. It 
is the true yield on the fund, however, which requires 
detailed calculation. At each distribution date, flexible trust 
managers publish the percentage distribution of the trust 
fund. For each of the shares included in the fund, yield 
figures must be calculated, based on their current prices, 
and the latest distributions for a full year. Such yields, of 
course, would be identical with those shown for industrial 
shares in our weekly table of active security prices and 
yields. The yield for each share is then multiplied by the 
percentage which it represents in the total trust fund. These 
sums are finally added together, and the total shows the 
weighted average yield over the whole fund. 

It should be noted that this calculation takes no account 
of commissions and service charges, which are, of course, 
included in the cost of a trust unit. It might be expected, 
therefore, to show a higher yield than that on the trust units 
themselves. It cannot be denied, however, that, at certain 
periods during the past year, more than one flexible fund 
has advertised a yield figure, based on distributions, which 
has exceeded the “ notional” yield on its assets, calculated 
in this way, by a very comfortable margin. It is impossible, 
for reasons which are already clear, to assure complete 
coincidence between the two yields, Yet it is obviously 
desirable that they should be as close as possible. In 
particular, any undue disparity is likely to generate the 
suspicion that a high yield is being deliberately contrived 
for sales purposes; and if it proves a successful “ attrac- 
tion,” it tends to perpetuate itself, first, because the 
manager cannot suddenly reduce it, and secondly because 
he has the necessary new resources at his disposal. The 
greater the response to an inflated yield, the greater the 
power which is placed in the hands of the manager further 
to inflate the return in the succeeding distribution 
period by so arranging his new purchases of securities on 
a cum dividend basis. Because in principle such decumula- 
tion of capital is both misleading to the investor and also 
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unfair to those managers who would not purposefully 
follow the practice, it is highly desirable that, from the 
first, the manager of a flexible fund should frame a clear 
perception of the “notional” yield which is likely to be 
obtained on a trust fund of the particular type which he 
proposes to operate. Investment policy can then be asso- 
ciated with this return from the first. Additional safe- 
guards, however, are also available. Many managers have 
the power to determine what constitutes “cash produce” 
under their trust deed, and sums received as dividends 
which are palpably of a capital nature could, without tech- 
nical difficulty, be applied to the trust fund, for the benefit 
of certificate holders. As we showed in our Unit Trust 
Survey last year (page 10), special precautions have been 
devised by the Municipal and General investment funds 
and by Investment Trust Units both to avoid capital de- 
cumulation and also to determine cash produce: first in 
respect of dividends already received, and secondly in 
respect of dividends which are estimated to have accumu- 
lated on the underlying securities but remain unpaid at the 
trusts’ distribution date. 

It may be that trustees will in future feel themselves 
bound to take a closer interest in this question. Their 
authority would obviously be of the greatest value in pro- 
viding a check to any abuse based on the exploitation of 
high yields. So far as these methods have been employed 
they have been strictly limited in scope. And there appears 
to be some evidence that even these occasional instances 
are being rectified. Managers can surely obtain little satis- 
faction from paradoxical situations in which the prices of 
their units have fallen and distributions on the underlying 
securities increased on the average, and yet their advertised 
yields are lower. This situation is surely proof that the 
originally advertised yield was not reliable. 

So far we have examined the case where a trust fund is 
growing rapidly. Do opportunities for yield inflation exist 
when the fund is stable? The answer is that, for the 
majority of the trusts, they exist in principle, but are diffi- 
cult to follow in practice. The managers (as we pointed 
out a year ago) could operate in all the permitted securi- 
ties during any distribution period if they wished. They 
might so design their operations that they received no cash 
dividends, or by converse they might purchase all securities 
ripe with dividend and sell again ex dividend, and thus 
inflate their cash produce available for distribution. 
Unless, however, the fund, or a substantial part of it, is 
turned “ inside out ” during the period, the extent to which 
yield inflation is possible through buying cum and 
selling ex dividend is not likely to be large. In this con- 
nection, we may reproduce a statement made by the secre- 
tary of the Unit Trusts Association and published in The 
Investors’ Chronicle (December 25, 1937). The secretary 
wrote : — 


“T am instructed by the Council of the Unit Trusts 
Association to assure you that our members do not 
inflate yields by buying securities cum dividend and 
selling ex dividend, or by buying a preference share or 
debenture when there is a very good chance of several 
years’ arrears of interest being cleared off.” 


This statement, of course, would not specifically cover 
groups which are not members of the Unit Trusts Asso- 
ciation, although the majority would doubtless endorse its 
main points. Nor does it explicitly refer to cum dividend 
purchases (apart from sales) on the part of developing 
flexible trusts. It may be noted that where cum dividend 
purchases and ex dividend sales were open to exploitation 
they would involve considerable expense on the fund for 
commission, and would, in course of time, presumably 
attract the attention of the trustee. 

It is satisfactory to find that the majority of the groups 
have not adopted practices which would expose them to 
criticism on the ground of unduly high yields. They might 
not always be able to claim that in no single operation had 
they been swayed by considerations of yield. But out of 
the 27 flexible trusts now extant, the more obvious in- 
stances of high yield represent a very small minority—and 
recent evidence that less emphasis is being placed on high 
yields is therefore to be welcomed. 
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